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New Irwin Texts Ready for Fall Classes 


MARKETING: Text, Cases, and Readings Revised Edition 
By HARRY L. HANSEN, Harvard University 


Providing a unique approach to the study of marketing, the aim throughout this text 
is to encourage the student to think and analyze rather than merely to memorize 
and absorb. The major aspects of marketing are presented. 


MATHEMATICAL MODELS AND METHODS IN MARKETING 


Edited by BASS, BUZZELL, GREENE, LAZER, PESSEMIER, SHAWVER, SHUCHMAN 
THEODORE, and WILSON 


Included in this text are reprints of 18 of the most significant articles treating market- 
ing problems from the point of view of a mathematical model. Each article has an 
editorial commentary translating it for the student. 


ADVERTISING TECHNIQUES AND MANAGEMENT 
By ROBERT V. ZACHER, Arizona State University 


This book places emphasis on both the creative and managerial aspects of advertising 
and shows how each is important to the effective use of this business tool. 


THE PROMISE OF ADVERTISING 
Edited by C. H. SANDAGE, University of Illinois 


The purpose of this book is to bring together the points of view of numerous leaders 
in advertising and business in respect to advertising today and tomorrow. 


CASES IN MARKETING MANAGEMENT 
By RALPH WESTFALL and HARPER W. BOYD, JR., both of Northwestern University 


This comprehensive casebook offers to the student an insight into the problems likely 
to be encountered by the marketing manager. It places emphasis on setting objectives, 
on planning, and on advertising management along with sales force management. 


SALESMANSHIP: Principles and Methods Third Edition 


By CARLTON A. PEDERSON, Stanford University, and MILBURN D. WRIGHT, San 
Jose State College 
This popular and widely used text includes the latest and the most effective sales 
techniques and methods. The sixty cases included cover all fields of selling. 


INDUSTRIAL MARKETING Revised Edition 


By RALPH S. ALEXANDER, Columbia University, JAMES S. CROSS, Sun Oil Company, 
and ROSS M. CUNNINGHAM, Massachusetts Institute of Technology 


Completely revised and brought up to date, this basic text provides a framework 
within which managerial problems involved in the marketing of industrial goods may 
be solved. 


Write for 
RICHARD D. IRWIN, INC. - HOMEWOOD, ILLINOIS Examination Coples 
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TOO 
MANY 
NEW 
PRODUCT 
TESTS 


RUN THIS RISK NEEDLESSLY 


No realistic marketer, testing a new product, 
can expect his competitors not to observe, 
conclude, act. The scent of success is there 
—or it isn’t. But what hurts most is to have 
the rightful profits of innovation carried off 
by competition that counters fast, consoli- 
dates quickly. 


What makes the raid possible? Time. Time 
that you lose when your store audit agency 
must be spoon-fed, by you. Time that you 
lose when your store audit agency lacks the 
test cities you need, the cooperation of key 
stores within those cities, the seasoned field 
and office organization to take hold of your 
audit and see it through—with accuracy, 
diligence, awareness. And, from start to 
finish, speed. 


Right here, the mark of the pro becomes evi- 
dent. Having traveled the rocky road of the 
pioneer, we can testify: no amount of en- 
thusiasm, no depth of earnestness, can take 
the place of know-how. The verity of that 


Selling Research, Inc. 


testimonial was affirmed when SRI conclud- 
ed its first thousand test-city campaign au- 
dits, reaffirmed when the second thousand 
became finished business. We are now busy 
on our third thousand. 


Who's out in know-man’s land, for you, today? 
Few major marketers haven’t, at some time 
or other, since 1945, relied on SRI for mer- 
chandise movement data. Today, 85% of our 
work comes from clients we have served be- 
fore. Doubly significant are two statistics: 
from 1955 to 1957, new product tests account- 
ed for 55% of SRI activity; from 1958 to 
1960, 60%. Time flies! 


The avuthoritativeness, and timeliness, of SRI 
store audit data may well fill a critical need, 
in your next new product test. Without ob- 
ligation, call in the man from SRI, now. 
Counsel in planning is part of the SRI pack- 
age—as is time-proven interpretation, in SRI 
service. Selling Research, Inc., 92 Liberty 
Street, New York 6, N. Y. 


NATIONAL 
STORE 
AUDITS 


YOUR FASTEST REPORTS ON MERCHANDISE MOVEMENT COME FROM SELLING RESEARCH: Appliance * Automotive 
Confectionery * Department * Drug * Grocery * Hardware * Jewelry * Liquor * Soft Goods * Stationery * Variety 
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FAMILY MARKET 
you're interested in... 


zorite for this new booklet! 


All about the distribution of 

NFO’s 30,000-family national sample (30 

statistically balanced panels of 1,000 families 
largest representative cross-section of the family market avail- 
able to marketers interested in national or regional use habit 


investigations, home inventories, blind product testing and 
test market studies. 


P. O. Box 315 e Toledo 1, Ohio 
NEW YORK CHICAGO 
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Is your capital tied up in inventory? 


Whether your problem’s production inventory 
or finished goods inventory, now is the time to 
use American AIRfreight. 

American helps trim both stock on hand and 
storage overhead costs by putting at your dis- 
posal an air distribution system serving 3,042 
markets. Using it, one manufacturer* saved 
2 million dollars annually, reducing inventory 
and overhead expense. 

*NAME ON REQUEST 


AlIRfreight gives you mobility to reduce 
lead-time and smooth the flow of parts to pro- 
duction. At the selling end, regional inven- 
tories can be reduced, duplicate inventories 
cut, carry-over of shopworn goods ended while 
you vastly improve customer service. 

Consider American AIRfreight—every prof- 
it-building aspect. Ship with the professionals 
—call American Airlines AIR freight. 


AMERICAN AIRLINES 


America’s Leading Cargo Airline 
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The Story of a 


HIS is a story about a selfish Samaritan who awoke one morning feel- 

ing so good that he wrapped his arms twice around his own shoulders 
and said, “It’s a great day and today I am going to do a good deed.” ... 
As he entered his shop, Number One man was busy with strategy, plans, 
organization, merchandising and making money. Number One man was 
followed by equally alert and savvy Number Two and Number Three men. 
The Samaritan, knowing that Number One man is only recently from the 
local lyceum, wonders to himself how he got so smart so soon. So he asks 
the question. Whereupon Number One says, “I’m a member of the AMA. 
In the local square each week we meet and exchange ideas, listen to learned 
men discourse on marketing studies, research and know-how.” Recog- 
nizing the value of this, the Samaritan saw his opportunity for a good deed. 
So he said, “Can I take out a membership for this old firm of Xerxes and 
Xerxes?” “No,” said Number One, “only persons may join.” “How then 
can I help this noble cause?” Whereupon Number Two man, who was also 
an active chapter worker, said, “Become a company sponsor. In this way 
you support the work of the only Association devoting its entire efforts to 
improving marketing know-how and manpower. You support its student 
programs, its publication activities and, most of all, you help your Number 
One, Two and Three boys do a better job for you every day.” So the 
Samaritan became a company sponsor and his business grew and grew and 
he felt better and better. 
. . » The moral of this story is that if your firm is interested in better 
marketing facts, more marketing manpower and know-how, it too can 
justify joining with the hundreds of progressive firms and the 8,000 in- 
dividuals of the AMERICAN MARKETING ASSOCIATION who are work- 
ing at this job. For further information detach and return the coupon 


below. 
FILL OUT THIS COUPON AND MAIL TODAY! 


Selfish Samaritan 


MR. DAVID BLAND, Chairman 

COMPANY SPONSOR COMMITTEE 

AMERICAN MARKETING ASSOCIATION 

27 East Monroe Street 

Chicago 3, Illinois 

Our firm is interested in helping to develop more and better marketing 


manpower and know-how. Please give us additional information on 
the company sponsor program of the American Marketing Association. 
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RONALD books for marketing courses 


RETAILING MANAGEMENT-Second Edition 


WILLIAM R. DAVIDSON, The Ohio State University; and 
PAUL L. BROWN, National Coal Association 


This highly successful textbook is designed 
to give a complete understanding of the princi- 
ples and practices of efficient retail manage- 
ment. It offers a carefully balanced treatment 
of small, medium-sized, and large-scale op- 
erations. Book stresses throughout the basic 
management factors essential to sound plan- 


ning, profitable operations, and effective con- 
trol of systems, procedures, and techniques. 
“The outstanding textbook on principles of 
retailing today.”"—SterHEeN J. Suaw, Univer- 
sity of South Carolina. Instructor's Manual 
available. 2nd Ed., 1960. 809 pp. $8 


PRINCIPLES OF MARKETING-—Sixth Edition 


THEODORE N. BECKMAN, The Ohio State University; 
HAROLD H. MAYNARD, late of The Ohio State University; and 
WILLIAM R. DAVIDSON, The Ohio State University 


In continuous use for over three decades, this 
outstanding textbook provides a broad under- 
standing of the development, present status, 
and operation of the marketing system, and 
the role of this system in our economy. 

critically analyzes the tasks performed in 
marketing and the various institutions which 


perform them; discusses such concepts and 
techniques as value added, motivation re- 
search, and non-store retailing. “The best 
principles of marketing text available today.” 
—Rosert G. Drew-Bear, University of Massa- 
chusetts. Instructor’s Manual available. 6th 
Ed., 1957. 798 pp. $7.50 


ADVERTISING-—Third Edition 


ALBERT WESLEY FREY, University of Pittsburgh; formerly Dartmouth College 


This new book discusses the principal prob- 
lems faced by advertisers and advertising 
agencies, as well as the approaches, policies, 
and procedures followed by them in realizing 
profitable solutions. Relating advertising to 
other key factors in the marketing program, 
book follows an analytical, creative approach: 


discusses the important.elements underlying 
the decision-making process. Numerous il- 
lustrations, and discussion questions and prob- 
lems, offer an excellent opportunity for pro- 
ductive classroom discussions. Instructor’s 
Manual available. 3rd Ed., 1961. 600 BP. 
50 


SALES PROMOTION-Second Edition 


ALFRED GROSS, New York University 


A detailed treatment of principles and meth- 
ods for intensifying marketing effort. This 
new book describes the important and inte- 
gral part played by sales promotion in the 
over-all marketing effort on three distinct 
levels: working with the dealer, stimulating 
demand, and supplementing the’ sales pro- 
grams within the company’s own marketing 


division. Second Edition covers distribution 
of durable and non-durable goods, services, 
supplies and equipment, luxury items, etc. 
Thought-provoking case-problems and question 
materials test the student’s mastery of basic 
methods by applying his knowledge to prob- 
lem-solving situations. 2nd Ed., 1961. 504 pp. 


THE RONALD Press COMPANY 


15 East 26th Street, New York 10, New York 
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Watch for these Articles 
in Future Issues .. . 
of the JOURNAL OF MARKETING 


General Articles 


THE CHANGING CONSUMER MARKET: 1935-59 Marcus Alexis 
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Harper W. Boyd, Jr., Aziz El Sherbini, and Ahmed Fuad Sherif 
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Marketin 


How Much Control Can 


Business Endure? 


of its enduring quality. 


XPLOSIVE things are capable of pro- 

ducing great good and great evil. 
Thus, TNT can be used to erect a dam or 
destroy a city. So it is with concepts; and 
of all concepts, none is more explosive 
than that of power. 

In fact, all man-made holocausts that 
humanity has endured have been caused 
by disputes over the allocation of power. 
Whenever two human beings associate, one 
question inevitably arises: Who shall exer- 
cise the power of decision? The omnipres- 
ence of this struggle is felt in the family, 


* ABOUT THE AUTHOR. Earl W. Kintner, Chairman 
of the Federal Trade Commission until March of this 
year, is now a member of the law firm of Arent, Fox, 
Kintner, Plotkin & Kahn, Washington, D.C. 

A graduate of De Pauw University in 1936, Mr. 
Kintner received the J.D. degree from the Indiana 
University School of Law in 1938. 

From 1946 to 1948 he served as Deputy U. S. Com- 
missioner, United Nations War Crimes Commission. 
Joining the Federal Trade Commission in 1948, Mr. 
Kintner served as General Counsel of that agency 
from 1953 to 1959, when he was appointed Chair- 
man by President Eisenhower. 

Formerly an Adjunct Professor in the New York 
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Are Americans unwilling to grapple with the naked concept of power? 
ls our present distribution of economic power sound? 

The recent Chairman of the Federal Trade Commission examines this 
distribution, and shows why the antitrust laws are a principal guarantee 


the work group, the tribe, the municipality, 
the nation, and the world. 

The question is basic. Think for a moment 
of how many forms the elemental query 
takes: democracy or totalitarianism, cen- 
tralism or localism, the individual or the 
state, parent or child, teacher or pupil, 
union or management. All human relation- 
ships and all the adjustments that they 
imply involve, at bottom, the problem of 
the proper allocation of power. 

No man can stand above the agonizing 
struggle to answer the basic question that 
every society—using that word in its most 
fundamental sense— must resolve. Prob- 
ably the vast majority of human relation- 
ships have been organized on a totalitarian 
basis. In this connection, note that we call 
our government and way of life the “Amer- 
ican Experiment.” Our permissive, plural, 
decentralized way of life was a very new 
thing only a minute ago in the history 
of mankind. 


IS POWER AN ALIEN CONCEPT? 
Examinations of the naked concept of 
power have been infrequent in the Ameri- 
can experience. Somehow we have always 
preferred to use other terms. However, it 
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may be refreshing to dissect the anatomy 
of power without benefit of euphemism. 
The American system in all its aspects 
—political, economic, and social—places 
individualism at the highest point on its 
scale of values. We have never wavered 
from the theory that the power of decision 
should be dispersed as widely as possible 
. . . that each citizen is capable of, and 
entitled to, determine his own fate. Our 
faith in individualism has cost us dearly 
at times, but we have reaped inestimable 
benefits from it. 

Of course, there are limitations on the 
individual exercise of power. Rampant 
individualism means anarchy, not freedom. 
Dr. Johnson once said, “Power is always 
gradually stealing away from the many 
to the few, because the few are more 
vigilant and consistent.” This pithy descrip- 
tion illuminates a great deal of human 
history. The transition from unrestrained 
individualism to unrestrained tyranny is 
very swift. One need only say “Athens” 
or “Rome” to prove the point. The Ameri- 
can people, dedicated as they have been 
to the principle of individualism, have 
nevertheless found it necessary to evolve 
a series of restraints on individualism 
through trial and error. The first element 
in the equation that is the American 
government describes these restraints. 
Any government necessarily must. impose 
some restraints. Lord Melbourne ‘opined 
that “the whole duty of governnient is 
to prevent crime and to preserve contyacts.” 
This is a very skeletal idea of the \ole of 
government, but it does encompass re- 
straint, however minimal that restraint 
may be, At first we were content with an 
absolute minimum of restraint. But us the 
industrial revolution gained impetus and 
as our society became more compléx, the 
need for more sophisticated restraints be- 
came painfully evident. In the dawn of our 
industrial development, some few: used 
their individual freedom without regard 
to the many. 

Tolstoy described 19th Century Cyarist 
Russia in terms that describe any ation 
in the midst of industrial revolutior;: “If 
the arrangement of society is. bad iyd a 
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small number of people have power over 
the majority and oppress it, every victory 
over nature will inevitably serve only to 
increase that power and that oppression. 
That is what is actually happening.” 
Restraints upon rampant individualism 
were necessary in America, and restraints 
were imposed. But the nature of the re- 
straint devised has a perculiarly American 
cast. 
THE EVILS OF CENTRALIZED POWER 


Americans posit the centralization of 
power as an absolute evil, regardless of 
whether that power be political or eco- 
nomic. Just as we reject the’ unchecked 
exercise of the power of decision by the 
state, so also do we reject the concentra- 
tion of power in a few private hands. The 
centralization of a nation’s economy may 
well lead to the centralization of its polity. 
A brief reference to the status of guilds 
in early mercantile economies is enough 
to establish the point. 

By guarantees against the undue con- 
centration of political power, by the sys- 
tem of checks and balances embodied in 
the Constitution, by the adoption of the Bill 
of Rights, and by the subsequent extension 
of suffrage, Americans by the late 19th 
Century had demonstrated an effective 
solution to the problem of determining 
the proper allocation of political power. 
When our political system was organized, 
devices to insure the dispersal of power 
were woven into the basic framework of 
government. 

Viewed in one light, the separation of 
powers is nothing more than a means of 
insuring that autocracy will not gain a 
foothold through the exercise of total 
governmental power by a single entity. 
Viewed in the same light, federalism is 
no more than a device to insure the decen- 
tralization of power. The dispersal of power 
is not a total answer to autocracy; but 
insofar as formal organization of govern- 
ment can prevent autocracy, the American 
adaptation of these two basic devices pro- 
vides a firm barrier to centralization. 

But as the frontier closed, and as the 
potentialities of the corporate form of 
business organization in reaping the fruits 
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of the industrial revolution were realized, 
it became obvious that a pattern of private 
autocracies was enveloping the American 
economy. 

Americans are activists. They are not 
disposed to apathy in the face of a threat 
to their vision of the good society. It 
became clear that some means had to be 
devised to shake off the spread of private 
economic autocracy. 

Consider the intellectual picture at the 
moment of decision. By that time a large 
number of Continental theorists had grap- 
pled with the problem. Saint Simon and the 
other academic socalists had long since 
published their answer to concentration of 
economic power in private hands. Karl 
Marx had completed his labors at the 
British Museum. The authors of the Paris 
Commune had furnished a brief augury of 
things to come. This chorus of Continental 
voices sang one song: The answer to the 
undue concentration of economic power in a 
few private hands was the concentration 
of economic power in the state. 

But in America a people wedded to the 
dispersion of power would not easily accept 
statism as a reply to monopolization. The 
instrument devised to snip the tentacles of 
monopoly was the antitrust laws. Instead 
of transferring economic power from one 
monolith to another, a method was invented 
to promote dispersal of power among pri- 
vate entrepreneurs. The major premise of 
antitrust is an unshakable belief in the 
efficacy of a competitive, free enterprise 
economy. The ideal to be realized is 
unlimited opportunity for entry into the 
market place, unlimited opportunity for self- 
development, and the resolution of economic 
issues by the unchecked exercise of free 
market forces. 

In draining power from monopolists, only 
a minimum of power was transferred to 
the state. The sole reason for that transfer 
was to provide a governmental device for 
the dispersion of monopolistic power and 
the prohibition of harmful economic aggran- 
dizement. 


. A LESSON FROM ANTITRUST LAW 


One example taken from the body of anti- 
‘rust decisions illustrates the depth of the 


American commitment to the decentralized 
private exercise of economic power. In 1951, 
the U. S. Supreme Court decided the case of 
Kiefer-Stewart Company v. Joseph E. 
Seagram & Sons, 340 U. 8S. 211. An Indiana 
wholesale liquor dealer sued the Seagram 
and Calvert Corporations for treble damages 
under Section 1 of the Sherman Antitrust 
Act. The complaint charged that the re- 
spondent had conspired to sell liquor only to 
those Indiana dealers who would resell at 
prices fixed by Seagram and Calvert, and 
that this agreement deprived the petitioner 
of a continuing supply of liquor. 

So far this seems like a standard anti- 
trust action; price fixing has long been held 
to be illegal per se. However, when this case 
went to trial, the evidence showed that the 
distiller had fixed maximum prices above 
which the wholesalers could not resell. The 
U. S. Court of Appeals for the Seventh 
Circuit held that there was no violation of 
the Sherman Act, because an agreement to 
fix maximum resale prices was not anti- 
competitive in effect. Rather, such prices 
promoted competition and aided the con- 
sumer. 

To the surprise of many, the Supreme 
Court reversed. It held that agreements 
fixing maximum resale prices “crippled 
the freedom of traders” in the same manner 
as agreements to fix minimum resale prices. 
It is the restraint upon the ability of 
traders to sell in accordance with their own 
judgment that the Sherman Act reaches. 

Thus, we see that price fixing, even when 
done with a laudable motive, that of secur- 
ing lower prices to the consumer, is illegal 
per se. At first the result seems anomalous; 
but if we refer again to the notion of a 
pluralistic decentralized society, all becomes 
clear. It is the exercise of power by a 
dominant concern to the detriment of the 
establishment of market conditions by the 
aggregate of individual decisions that is 
condemned. Far from being anomalous, this 
decision shows that the American people, 
speaking through its judiciary, are willing 
to commit themselves to freedom even where 
centralism would seem to provide highly 
desirable short-term goals. 

To be sure, antitrust was not the only 
American answer to economic concentration. 
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The fruits of Populism were many. Another 
American device forged in that time of 
crisis was the economic regulatory agency. 
Although the regulatory agency inevitably 
presupposes a transfer of some economic 
power to the state, the employment of this 
device represents a minimal transfer. The 
industries chosen by supervision were, with- 
out exception, industries peculiarly affected 
with a public interest and industries not 
adapted to the checks and balances imposed 
by unlimited competition. They were indus- 
tries in which concentration of power was 
inevitable; and it was inevitable that a 
democratic nation would require a diaspora 
of private power. 

But there was never a complete transfer 
of power. The regulatory agencies have 
never warred agajnst private enterprise. 
They have merely insured that private 
enterprise affected with a public interest 
performed its responsibilities in a reason- 
able manner, and every agency was swathed 
in an elaborate net of guarantees against 
the unbridled exercise of power. 

The American answer to the problem of 
monopoly has been a good one. There has 
been no attempt to convert unlimited private 
power into unlimited governmental control. 
Instead, the single thrust of our political 
effort has been to guarantee individual free- 
dom by limited governmental regulation. 
There has been no departure in theory from 
the ideal of a plural, decentralized, permis- 
sive society dedicated to individualism. 


Unfortunately there have been departures, 
and pressures for still more departures, 
from these ideals in practice. 

Acceptance of the idea that free enter- 
prise bestows unparalleled benefits upon 
our nation does not negate the conclusion 
that the consequences of economic freedom 
have been and can be painful to many 
individuals and groups within the nation. 

These painful consequences have led many 
to attempt a reshaping of the meaning of 
free enterprise in the mold of self-interest. 
To these people economic freedom may mean 
freedom to receive governmental subsidies 
to maintain uneconomic or dying industries. 
Or it may mean freedom to seek legislation 
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to restrain competition and promote the 
stability and security of an industry or 
segments of an industry. 

Contradictory pressures to present at 
least a facade of devotion to national eco- 
nomic ideals and at the same time to pro- 
tect economic positions that could not 
withstand unrestrained competitive pres- 
sures have produced some public statements 
that are glaringly contradictory. 

One of the most distressing habits of 
speech common to some businessmen is the 
tendency to say something like this: “Yes, 
of course I believe in free competition . . . 
but what my business (or my market, or 
my industry) really needs is less competi- 
tion and more stability.” These business- 
men place their reliance upon legislation; 
not competition, to secure the prosperity 
of their enterprises. 

No intensive search is necessary to un- 
cover examples of this distressing tendency. 
Bills that would extend resale price main- 
tenance, provide territorial security to 
dealers in various commodities, erect bar- 
riers to market entry, and establish or 
expand exemptions from the antitrust laws 
are introduced in great numbers in every 
session of the Congress. Proposals of this 
character are naked departures from the 
concept of economic freedom embodied in 
the nation’s antitrust and trade regulation 
laws. For implicit in these laws is a recog- 
nition that the freedom to start a business, 
to win markets through fair competition, 
and to make business decisions independ- 
ently cannot be enjoyed absent the risk of 
displacement by stronger fair competitive 
efforts. 

Even as we extol the benefits of economic 
freedom, we must recognize that no free 
society can guarantee every individual com- 
plete insulation from painful consequences. 


The preservation of the ideal of a free- 
enterprise economy from the threat engen- 
dered by the rise of the trust was a signal 
accomplishment. The governmental devices 
designed to preserve economic individual- 
ism have, on the whole, been very successful. 

However, new challenges threaten this 
ideal and new responses are continually 
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needed. The pace of change defies descrip- 
tion. The velocity and intensity of economic 
evolution approaches a state of constant 
revolution. New ways of accomplishing eco- 
nomic tasks proliferate. In space technology, 
for instance, we are seeing the onset of 
what may be a significant trend in economic 
organization. The rise of the government- 
sponsored, non-profit corporation and the 
university-sponsored, non-profit corporation 
and the development of ever more sophisti- 
cated relationships between prime contrac- 
tors and sub-contractors may have unfore- 
seen consequences in the allocation of 
industrial power. 

There is nothing sinister in these new 
developments. They are simply one indica- 
tion of the constant need to assess the 
impact of organizational innovation on our 
traditional ideals. 

Another massive challenge facing the 
American pattern of economic organization 
is the Gargantuan need of awakening popu- 
lations faced with the task of expanding a 
narrow industrial base to meet the ever- 
rising expectations of ever-increasing popu- 
lations. Another factor now shaping the 
future is the prolonged and unremitting 
struggle now taking place between statism 
and individualism. 

Many thoughtful citizens are actively 
debating the question of whether an econ- 
omy dedicated to individualism and the 
profit motive can adequately satisfy great 
public needs for education, research, re- 
sources development, foreign aid, and 
defense. 

A clear look at the shape and pace of 
change does not reveal either that our ideal 
must be abandoned or that the instruments 
that we have devised to effectuate that ideal 
have become obsolete. 

The best way to answer challenge is to 
set imaginative and daring men free, not 
to impose more shackles on human activity. 
Mankind is best served in a society where 
the power of decision is dispersed—where 
an educated and responsible citizenry is 
capable of wise and effective solutions to 
national problems by the aggregate of wise 
and effective individual decisions. 

Economic individualism, then, must be 
defended. The antitrust and trade-regula- 


tion laws will continue to be the most 
effective weapons in the conduct of that 
defense. So long as we insure that entry 
to the market place and opportunity to com- 
pete in the market place are not foreclosed 
by coercion or unlawful combination or 
stifling monopoly, then the creative and 
talented individual—our ultimate, last, and 
only hope—will have the opportunity to 
exercise his talents. 

So long as the free play of competition 
guarantees that the obsolescence means 
failure, we need not fear change. Compli- 
ance with the antitrust laws by responsible 
businessmen and vigorous enforcement of 
the antitrust laws by responsible govern- 
ment agencies, therefore, become primary 
duties of those immediately charged with 
the defense of the national belief in free 
enterprise. 


“It is all very well to talk of preserving 
the reward of the daring free enterpriser,” 
you may say, “but the nation may yet 
flounder if the wants satisfied by an abun- 
dantly productive free-enterprise economy 
are idle wants. A nation can flounder very 
quickly if the imaginative enterprisers de- 
vote themselves to producing kewpie dolls 
and electric highball stirrers when space 
vehicles and cyclotrons are what the nation 
needs.” 

It may be granted that dedication to free 
enterprise is bootless if free enterprise is 
doomed to end on a dungheap full of tail 
fins and discarded comic books. However, 
the necessity for some sort of hierarchy of 
national goals does not dictate an abandon- 
ment of freedom in favor of centralism. 
Rather, that need calls for an increased 
emphasis on enlightened individualism. 
Sacrifice is not incompatible with individ- 
ualism, nor is excellence. The good society 
cannot be achieved by the imposition of 
goals on a subdued populace. The good 
society is composed of good individuals. 
As citizens, we can ultimately insure ex- 
cellence only if we as citizens demand 
excellence. 

The business community has very spe- 
cial responsibilities in the pursuit of ex- 
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cellence. The business community is skilled 
in the gathering of intelligence and the 
formulation of programs on the basis of 
that intelligence. It is supremely skilled 
in the art of persuasion. 

Accordingly, if the business community 
wishes to insure the preservation of all the 
concepts embodied in the phrase “free en- 
terprise,” it must engage in a concerted 
effort to raise the national standards, to 
explain the perils that face this nation, 
to identify the tasks that must be accom- 
plished, and to reinforce the will to accom- 
plish them. 

The business community has a special 
responsibility for education in a free so- 
ciety. It has the responsibility for improv- 
ing the qualitative as well as the quantita- 
tive aspects of American education. Truth 
makes men free. The spread of truth in- 
sures that freedom will endure. Only by 
awakening a universal thirst for truth and 
by providing a means to slake that thirst 
can we even approximate the good society. 

Democracy is a most hopeful way of life; 
but, unlike statists, the advocates of de- 
mocracy can promise no Utopia. The 
dreams of free men are bounded by the 
limitations of the human condition. But 
the condition of intelligent, free men and 
women is not an ignoble one. A promise 
that problems will be faced and solutions 
will be sought, that tragedy will be endured 
and that perseverance will not fail, is far 
more noble than any promise that cares 
will cease. 


Our deepest responsibility is to insure 
that the promise of the open society and 
the promise of free enterprise are realized. 
Business must meet the bewildering variety 
of demands now being made on our economy 
without surrendering freedom. - 

Inevitably this means that business must 
pledge renewed devotion to the principles 
embodied in our antitrust laws. Free enter- 
prise cannot survive contamination either 
by monopoly or by statism. The best way 
to avoid both of these perils is to attain 
maximum compliance with the antitrust 
laws. 
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No one need be afraid that advocacy of 
vigorous enforcement of the antitrust laws 
is tinged with wide-eyed radicalism. In- 
deed, these laws are conservative in the 
truest sense of that much-abused term. 
They represent an undertaking by govern- 
ment designed to prevent still wider under- 
takings by government; for, if competition 
is abused and monopolistic practices be- 
come widespread, unfettered control over 
the economy will inevitably pass to the 
state. 


The struggle for the preservation of free 
enterprise imposes great burdens upon the 
government also. Governmental agencies 
charged with enforcement of the antitrust 
laws and the proscription of unfair trade 
practices must exploit every resource avail- 
able to them to insure that competition is 
free and fair. The malefactor must be re- 
strained with swiftness and certainty, in 
order to deter others who may be tempted. 
And every businessman willing to accept 
the responsibilities that freedom brings 
must be educated in the letter and the spirit 
of the ground rules of competition, so that 
no one may transgress through ignorance. 


But governmental proscription or regula- 
tion of economic activity must be limited, 
in the main, to the promulgation and en- 
forcement of the “ground rules” under 
which fair and vigorous competition may 
take place, and to the penalization of those 
who wax strong through unfair methods. 
The government in its regulatory role fails 
if the monopolist or the predator imperils 
the freedom of the market place; it also 
fails if an iota of the freedom of individ- 
uals is sacrificed unnecessarily in the effort 
to contain the monopolist or fence in the 
predator. 


Woodrow Wilson wrote, “Human nature 
is much the same in government as in the 
dry-goods trade. Power and strict account- 
ability for its use are the essential con- 
stituents of good government.” The pre- 
scription can be completed by stating its 
obverse: Human nature is much the same 
in business as in government. Exercise 
of power by the individual and strict ac- 
countability for its use are the essential 
constituents of free enterprise. 
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The Marketing Structure in 


the Soviet Union 


West? 


HE BASIC STRUCTURE of the mar- 

keting operation in the Soviet Union 
is essentially the same as in the United 
States.! While the Russian forms of organi- 
zation are in no way as complex as ours, 
merchandise in both countries normally 
moves from the manufacturer to the whole- 
saler to the retailer. 

There is, of course, one important differ- 
ence between the two marketing systems. 
In the United States the role of the govern- 
ment is minor, whereas in the Soviet Union 
the government owns and controls every 
enterprise and outlet along the way to the 
consumer. 

The purpose of this article is to discuss 
the state-owned and controlled marketing 
structure of the Soviet Union, the largest 
in the world. Beginning with the organi- 
zation and operation of trade activities at 
the city level, local activities are co-ordi- 
nated at the republic and all-union level; 
and trade organizations are integrated with 
other government organizations. 


1 Marshall I. Goldman, “Retailing in the 
Soviet Union,” JOURNAL OF MARKETING, 
Vol. 24 (April, 1960), pp. 9-15. 
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about marketing in the Soviet Union. He has com- 
pleted two visits to the Soviet Union, the most re- 
cent one as a member of a marketing delegation 
sponsored by the State Department. The help of the 
Russian Research Center, Harvard University, and 
the Ford Foundation is acknowledged. 
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What is the structure of marketing in the Soviet Union, the world's 
largest marketing network? Is it radically different from that of the 


The author supplements his earlier description of retailing in the 
Soviet Union (see April, 1960, JOURNAL OF MARKETING) with an 
outline of the over-all marketing structure. The unusual integration of 
the marketing structure and the government is also examined. 


Anyone who expects to find a radically 
different organizational scheme in the 
Soviet Union will be surprised. Although 
the dominant role of the government is 
unusual, the table of organization within 
and between most Russian marketing offices 
conforms to the traditional pattern. More- 
over, the various organizational reforms 
have not resulted in the elimination of any 
important functions. Despite some altera- 
tions in nomenclature, the chain of com- 
mand has remained much the same. 


TABLE OF ORGANIZATION 


The organization of personnel and as- 
signment of responsibility in the market- 
ing network of the Soviet Union are ap- 
proximately the same as in most marketing 
organizations throughout the world. As 
soon as a state retail store is large enough 
to warrant division and specialization of 
labor, the following three-way classifica- 
tion of activities is made: administration, 
operation, and service. This pattern begins 
in the retail store and is duplicated by all 
higher stages in the wholesale and admin- 
istrative hierarchy up to the Ministry of 
Trade. 


The Retail Organizational Structure 

At the retail level in the Soviet Union, 
the administrative functions are performed 
by the manager, who may have several as- 
sistants, depending on the size of the store. 
They in turn direct the heads (tovarovedy) 
of the various store departments and sec- 
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tions. (The American equivalent would be 
a department buyer.) The manager’s staff 
also includes a planning and accounting 
section made up of the chief bookkeeper, 
accountants, planners, and statisticians. 
The latter two are more likely to be absent 
from the typical staff in a capitalist coun- 
try. Secretaries and office help are also 
included under the administrative section. 

The second and largest group consists of 
operating personnel. This includes the 
cashiers, controllers, and salesclerks who 
are ranked according to training and ex- 
perience. Supplemental trade personnel, 
such as packers, checkers, clerks, store- 
house employees, as well as decorators are 
included in this group as a sub-category. 

The service personnel, the third classi- 
fication, include among others the janitors, 
guards, machinists, electricians, and re- 
pairmen. In addition, many retail outlets 
have their own subsidiary branches which 
repair and on occasion produce goods. They 
are considered to be either service or pro- 
ductive personnel. 

Of course, not all stores are large enough 
to warrant such a division of labor. In the 
smaller stores there may be a manager and 
another salesclerk, although a salesclerk 
force of three per working shift is fairly 
typical. The number of salesclerks depends 
on the space available in a store, as well 
as store hours and number of working 
shifts. Traditionally, the salesclerk is as- 
signed to a given counter area (rabochii 
mest), although a more recent practice is 
to assign a group of salesclerks to a sec- 
tion of the store, thereby increasing the 
mobility of personnel. 


The City Trade Organization 

At the next stage in the hierarchy, the 
organizational chart varies, depending on 
the size and location of the stores to be 
administered. If they are large enough, 
the stores may report directly to an ad- 
ministrative agency operating at the re- 
public level. Typically however, the aver- 
age government store is under the control 
of the local city trade organization (torg). 
As of January, 1957, there were 971 trade 
organizations.” 
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The functions of such units include the 
administration and operation of all the re- 
tail outlets within its jurisdiction, as well 
as the operation of some wholesale facili- 
ties. The trade organization (torg) also 
provides certain services for its stores. It 
is somewhat comparable to the “unit” in 
the centralized chain of command of the 
Great Atlantic and Pacific Company, with 
the slight difference that all the stores in 
an area, not just the food outlets, would 
belong to the A. & P.* 

Each city generally has its own trade 
organization. Its structure depends on the 
size of the city and the area in which the 
city is located. The smaller cities are fre- 
quently administered by regional (krai) 
or state (oblast) trade organizations. In the 
larger cities, there may be several specia- 
lized trade organizations. The cities of 
Moscow, Leningrad, Kiev, Sverdlosk, and 
Baku, for example, have separate trade 
organizations for food and manufactured 
goods. Some cities, especially Moscow and 
Leningrad, even have specialized trade or- 
ganizations for various kinds of industrial 
goods. When such specialization exists, 
the individual trade organizations (torgi) 
will be administered by a senior trade or- 
ganization which is responsible for all trade 
in the city. 

A typical trade organization is headed 
by a director with a small staff which may 
include a lawyer, a health inspector, etc. 
The main body of the organization is com- 
posed of trade departments (otdely) di- 
rected by buyers (tovarovedy). They order 
and supply goods for the whole city or area, 
as well as supervise and inspect the opera- 
tion of the subordinate retail system. The 
warehouses attached to the trade organiza- 
tion are also supervised by the buyers. 


2B. I. Gogol’, editor, Ekonomika Sovetskoi 
Torgovli (The Economics of Soviet Trade) 
(Moscow: Gospolitizdat, 1958), p. 44. 


3 For the table of organization of the A & 
P., see Wall Street Journal, December 15, 1958, 
p. 14. 


4S. D. Serebriakov, Organizatiia i Tehnika 
Sovetskoi Torgovli (The Organization and 
Technology of Soviet Trade) (Gostorgizdat: 
Moscow, 1956), pp. 19 and 34. 
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If the trade organization is big enough, 
there is a special department for economic 
planning (marketing research and plan 
formation) which consists of an economist, 
a planner, and a statistician. This may 
be entirely separate from the bookkeeping 
staff, which is responsible for accounting, 
financial inventory, and control matters. 
Plant and equipment supervision is the 
responsibility of the maintenance depart- 
ment. Depending on the scope of opera- 
tions, other departments may be established 
to supervise personnel, restaurant, and sub- 
sidiary productive units. This is usually 
the case as one moves along the chain of 
command to higher trade organizations at 
the county or state level. 


The Ministry of Trade 


Above this structure is the Republic Min- 
istry of Trade which has much the same 
framework as the subordinate units under 
its jurisdiction. Since the Ministry of 
Trade also performs administrative, opera- 
tional, and service functions, it too tends 
to classify its work into such organizational 
divisions. The organizational composition 
of the Ministry of Trade of the RSFSR 
(Russian Republic) as of January, 1959, 
is a typical example of how administrative 
supervision is combined with operational 
and service functions at the republic levels.5 
See Table 1. 

Administrative officers (upravlenie) in 
the Ministry of Trade administer the vari- 
ous types of stores in the republic. For 
example, the Administration for Food 
Products exercises control vertically over 
food stores throughout the republic. There 
are also administrations for the supervi- 
sion of stores selling bakery and manufac- 
tured goods. This is in addition to the 
control extended horizontally which is 
maintained in the cities by the trade 
organization. 

There are other marketing activities and 
functions over which the Ministry of Trade 


5 Sovetskaia Torgkovlia (Soviet Trade), Jan- 
uary 8, 1959, p. 4. The issue of January 24, 
1959, p. 4, gives a description of the Ministry 
of Trade in the Ukraine which almost dupli- 
cates that of the RSFSR. 


TABLE 


ORGANIZATION OF THE MINISTRY OF 
Trave RSFSR 
JANUARY, 1959 


A. Administration and Control 

1. Administration (Upravlenie) of: Food 
sales, Bakery product sales, Manufac- 
tured goods, Restaurants, Planning eco- 
nomic commission, Organization of trade, 
and capital construction, 
a 

2. Department (Otdel) of: Pricing, Labor 
and Wages, Productive Enterprises, 
Transportation, Finance, Legal Matters, 
Accounting, Complaint Bureau. 

8. Main Administration (Glavnoe Uprav- 
lenie) of: Inspection, Resort 
Far North, Material Technical Supply 
(Glavsnab). 


B. Operational and Wholesaling (offices and 
ware es) 

1. Office (Kontor) of: Rosmiasorybtorg 
(meats, fats, fish), Rosbakaleia (grocer- 
ies), Rostekstiltorg (textiles), Rostor- 

ezhda (clothes), Rosobuvtorg (shoes), 

skhoztorg (household goods), Roskult- 
torg (cultural and sporting goods), Ros- 
galantereia (habadashery, toiletries, cos-~ 
metics, perfumes), Roslesstroitorg 
(Lumber and construction material), 
Rosiuvelirtorg (jewelry). 


C. Functional Services 

. Posyltorg (mail order). 

Torgposredkontora (Commission Agent 

Office—Trade Fairs) 

Rostorgmontazh (refrigeration operation 

and service). 

Rostorgstroi (construction and repair). 

Torgreklama (Advertising Offices). 

an Source: Sovetskaia Torgovlia, January 8, 
p. 4 


has ultimate administrative authority. Al- 
most all of the administrative tasks of the 
various lower-echelon units are performed 
on a somewhat grander scale by agencies 
of the ministry. What may be an adminis- 
trative detail for a clerk to solve in the 
city-trade organization becomes an im- 
portant policy matter for a specialized 
administration at the apex of the organiza- 
tional pyramid. Thus, there are administra- 
tions in the Ministry of Trade for planning 
and allocating sales volume, for technology, 
for capital construction, for personnel, and 
for training and education. There are also 
departments (otdely) concerned with ad- 
ministering wages, prices, subsidiary pro- 
duction organizations, transportation, fi- 
nance and legal arbitration, bookkeeping, 
store maintenance, and quality inspection 
throughout the system. 
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The main operational activity of the 
Ministry of Trade is wholesaling. As men- 
tioned ealier, wholesaling is also an opera- 
tional function of agencies other than those 
attached directly to the Ministry of Trade. 
Many of the local trade organizations 
(torgi) operate their own warehouses and 
perform a wholesaling function for stores 
directly under their supervision. 

Nonetheless, the major responsibility for 
the wholesaling operation belongs to tlw 
Ministry of Trade. Sixty per cent of ti} 
wholesale operation in the Russian 
public (RSFSR) is carried out by offic 
of the Ministry of Trade. Sales offices -¥, 
the State Planning Commission (Gospla» 
the Regional Economic Councils (Sovnan!s 
hozy), the consumer co-operatives, and th4 
Ministries of Health and Communicatio;j 
handle the rest.* 

To serve the wholesale needs of the vari- 
ous trade organization (torgi) under its 
jurisdiction, the Ministry has created a 
series of wholesale offices (kontory). The 
local offices do the actual work. They are 
controlled by republic level offices (kontory) 
which are directly subordinate to the Min- 
istry of Trade. Each chain of offices is 
responsible for the wholesale distribution 
of a certain class of commodities. For 
instance, the shoe office in the Ministry of 
Trade supervises the activities of its sub- 
ordinate office (kontory) as they receive 
shoes from the manufacturers and ship 
them to trade organizations (torgi) 
throughout the country. 

In addition to these administrative and 
operational activities, agencies of the Min- 
istry of Trade perform certain service 
functions. For example, units of the Min- 
istry also service refrigerated equipment 
and handle construction and repair prob- 
lems. The Ministry of Trade of the RSFSR 
also has responsibility for the various mar- 
keting institutes and schools, such as the 
Plekhanov Institute in Moscow and the 
Frederick Engels Institute in Leningrad. 


Serebrennikov, ‘“Nekotorye Voprosy 
Organizatsii Optovoi Torgovli,” (Several 
Problems Affecting the Organization of 
Wholesaling) Sovetskaia Torgovlia (Soviet 
Trade-the Journal) (October, 1960), pp. 6-11, 
at p. 7. 
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Within the last few years the nature of 
some of the Ministry’s activities has 
changed. This has been brought about by 
the problems which arise when standards 
of living improve, disposable income in- 
creases, and buyer’s markets develop. As 
shortages of goods have disappeared, new 
services, new techniques, and new agencies 
have been required. In order to avoid the 
curtailment of production—as, for example, 
in 1960 when bicycle production was re- 
duced by 500,000 units—marketing re- 
search has become necessary.? If gluts 
cannot be averted, then improved merchan- 
dising techniques and new services must 
be offered by the Ministry of Trade. 

All of this tends to broaden the market- 
ing structure. As indicated in Table 1, 
the Ministry of Trade includes an advertis- 
ing office. Special divisions are also being 
created for work on marketing research. 
The inclusion in the Ministry of an agency 
translated as Commission Agent Office— 
Trade Fairs (Torgposredkontora) is an- 
other example of how the activities of the 
Ministry have expanded. As the pre- 
planned distribution of consumer goods has 
become less and less exact, trade fairs 
(iarmarki) arranged by the commission 
agent office-trade fairs (Torgposredkon- 
tora) have become increasingly important. 

Initially, such trade fairs were solely 
concerned with the resale of surplus stocks. 
Conditions have changed, however, and 
since late 1959 newly produced goods are 
also distributed this way. Thus 88 per cent 
of all the shoes to be produced in 1961 in 
the Ukraine were contracted for and allo- 
cated through arrangements made at such 
a trade fair.® Consequently, as it becomes 


7 Sovetskaia Torgovlia, August 20, 1960, p. 3. 


8For a description of the merchandising 
techniques, see Marshall I. Goldman, “Market- 
ing—A Lesson for Marx,” Harvard Business 
Review, Vol. 38 (January-February, 1960), 
pp. 79-86. The marketing-research procedures 
are analyzed in my “Market Research for Con- 
sumer Goods in the United States and the 
Soviet Union,” in Market Research (Paris; 
The Paris Chamber of Commerce, 1961). 


9 Sovetskaia Torgovlia, October 15, 1960, 
p. 2. 
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more and more difficult to distribute con- 
sumer goods entirely by plan from Moscow, 
the administrative and operational activi- 
ties of the Ministry must be supplemented 
with new services. 

Note that as you move from the lower 
to the upper levels of the administrative 
pyramid, the proportion of effort and staff 
devoted to purely administrative and bu- 
reaucratic functions has increased at an 
ever-growing rate. This is not much dif- 
ferent from the organizational makeup of 
any large multi-stage corporation in the 
West. Moreover, there seems to have been 
no major break with traditional organiza- 
tional patterns. As in other countries of 
the world, the three-way division of activity 
into administration, operation, and service 
seems to have been a convenient one. 


INTEGRATION OF TRADE ORGANIZATIONS 
WITH THE GOVERNMENT 


The chief trade officials of the trade 
organizations serve as the commercial 
representatives in the regular governmental 
body at each level. The city trade organiza- 
tion is represented by its director on the 
municipal council or city soviet. Trade 
officials participate in the general govern- 
mental administrative and control organs 
which exist at the county and state level. 
In recent years, however, some of the power 
that the state (oblast) government organi- 
zations have had over trade matters has 
been transfered to the Regional Economic 
Council (Sovnarkhoz). Although it is pri- 
marily concerned with industrial produc- 
tion, the Regional Economic Council 
through its trade committee seems to have 
taken an increased role in the operation 
of trade within its jurisdiction. This may 
eventually result in a closer link between 
productive and distributive agencies. 

The ultimate in the governmental frame- 
work is, of course, the Council of Ministers, 
first at the republic level and then at the 
all-union level. As was true of the trade 
organizations at the lower levels, the Min- 
istry of trade of the various republics is 
the unit responsible for everything relating 
to consumer trade within the republic. It 
is through the Ministry of Trade that the 


Council of Ministers (one of whom is the 
Minister of Trade) regulates marketing 
activity. The Council of Ministers issues 
orders as well as delegates authority to 
the Ministry of Trade, which in turn car- 
ries out the orders, exercises authority, 
and provides the Council with the material 
it needs for decision making. 


Some Organizational Changes 


Until November, 1958, the organizational 
pyramid described above and shown in 
Figure 1 was extended to the all-union 
level. The Ministry of Trade of the USSR 
co-ordinated the work of all the subordinate 
Republic Ministries, including that of the 
largest—the Russian Republic (RSFSR). 

Its structure was almost the exact dupli- 
cate of the present Ministry of Trade of 
the Russian Republic. See Figure 2 on p. 
12. In fact, even the personnel was much 
the same. Dmitri Pavlov, who is now the 
Minister of Trade of the RSFSR, was Min- 
ister of Trade of the USSR. 

As a part of the over-all Soviet trend 
toward decentralization which took place 
in the late 1950’s, the All-Union Ministry 
of Trade was abolished on November 27, 
1958. Wherever possible, the activities of 
the Ministry of Trade of the USSR were 
shifted to the republic level (intra-republic 
wholesaling, allocation of locally produced 
goods, price formation, quality inspection, 
education, personnel, etc.). . Obviously 
there were many activities which could not 
be transferred in this fashion. For ex- 
ample, the task of co-ordinating and direct- 
ing inter-republic or All Union trade could 
not be undertaken by a Republic Ministry. 
Nor were such functions abolished. Al- 
though the Ministry of Trade of the USSR 
was gone, its functions are still performed. 

To cope with inter-republic problems, 
many of the tasks of an All Union nature 
formerly performed by the Ministry of 
Trade of the USSR have been assigned to 
The State Planning Commission (Gosplan) 
USSR. The role of Gosplan in the planning 
and operation of marketing has been ex- 
tended. While it has always been con- 
cerned with the planning of trade, and the 
giving of advice, for the first time Gosplan’s 
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FiGuRE 1. Traditional chain of command in trade until late 1958. 
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Moscow, Gostorgizdat) 1957, pp. 17, 66. 


Source: P.N. Fedorov, Costorgisdat) 1957, 


Figure 2. Administrative and functional flow chart in trade, 


Trade, USSR, until December, 1958. 
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activities have been broadened to include 
not only the establishment of planned re- 
tail turnover, but the distribution of funded 
(physically allocated) goods and the setting 
of retail and wholesale prices for certain 
important consumer goods traded on an 
inter-republic basis.1° A newly created or- 
ganization, All Union Chief Administration 
of Trade (Soiuzglavtorg) implements many 
of the decisions of Gosplan, its parent, and 
also makes similar allocation and delivery 
decisions for goods of a lower priority 
trade on an inter-republic basis. Figure 4 
(see p. 14) outlines the table of organiza- 
tion in trade as of the fall of 1960. 

It would seem, therefore, that Gosplan 
and its affiliate, The All Union Chief Ad- 
ministration of Trade, have taken up where 
the Ministry of Trade of the USSR left 


off.11 Compare Figure 3 with Figure 1. 


10 Sovetskaia Torgovlia, March, 1959, p. 8. 


11 An article in the November 24, 1959 issue 
of Sovetskaia Torgovlia, p. 3, complains that 
The All Union Chief Administration of Trade 
is making exactly the same mistakes that the 
Ministry of Trade USSR used to make. 


There are other indications that this is 
not a major deviation from the typical 
reorganizational cycle. See Figure 4. Not 
only is the Russian name of the new or- 
ganization, Soiuzglavtorg, strongly remi- 
niscent of organizations which performed 
similar duties under the old Ministry of 
Trade USSR, but here too personnel seems 
to be the same. A. Smirnov, the director 
of The All Union Chief Administration of 
Trade, and V. Tiukov who seems to be in 
command of consumer marketing activity 
in Gosplan were respectively the Assistant 
Minister of Trade USSR and the Chief of 
the Economic Planning Administration of 
the Ministry of Trade USSR (Planovo- 
Ekonomicheskoe Upravienie). The only 
thing that seems to have changed is the 
lettering on their doors; their functions 
do not appear to be much different. 


Note that the organizational pattern 
within the stores and between administra- 
tive units is much the same structure that 
exists in the West. Moreover, while the or- 
ganizational changes in the past sometimes 
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Ficure 3. Chain of command in trade as of the fall of 1960. 
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have led to more and sometimes less cen- 
tralization, they do appear to have brought 
about the elimination of any of the major 
operations, or administrative or service 
functions. Instead, it seems that as more 
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goods become available for distribution, a 
more specialized, complex and varied struc- 
ture will develop as marketing becomes more 
important in the economic activity of the 
Soviet Union. 


P.K. of Trade and 


of food Production Matters 
(Narkomprod) | 
1922 Komissariat of Internal Trade 
(Komvnutorg) 
] 
r 
May 1924 PK of Internal Trade PK of Foreign Trade 
(Narkomvnutorg) (Narkomvneshtorg) 


November 1925 


PK of Trade 


(Narkomtorg) 
= November PK of Supply PK of Foreign Trade 
1930 (Narkomsnab) (Narkomvnestorg) 
1 . 1934 PK of Food Industry PK of Internal Trade 
(Narkomat Pischevoi (Narkomvnutorg) 
Promyshlennosti) 
PK of Trade 
(Narkomtorg) 
March 1946 Ministry of Trade Ministry of 
Foreign Trade 
L J 
March- 1953 Ministry of Domestic and Foreign 
Trade 
| | 
September 1953 Ministry of Trade Ministry of Foreign 
Trade 
November 1958 State Planning Commission Republic Ministries 
(Gosplan) USSR of Trade 


All Union Chief Administra- 
tion of Trade 
(Souizglavtorg) 


Ficure 4. Evolution of central organization for domestic trade. 


f 

7 

' 

, 

H 
° ; 


The Role of the Rack Jobber 


creasing in importance. 


of non-foods marketing. 


RACK JOBBER is an _ independent 

business organization that services 
food retailers by performing the complete 
in-store merchandising requirements of 
non-food items. A rack jobber’s service 
includes warehousing, distribution, pre- 
pricing, displaying, and inventorying. 


In some respects the rack jobber, either 
an individual or a company, is like a “‘con- 
session.” He does not own the physical 
property on which he sells his merchandise, 
but he does control the merchandising pro- 
cedures followed there. He “borrows” space 
in food stores, and draws profit from selling 
his service (including product) to food 
accounts at slightly more than these ac- 
counts could otherwise buy the product 
only from a manufacturer. 

The rack jobber provides in-store restock- 
ing, display, and merchandising at the 
point of sale on a regular basis. He sells 
on a guaranteed basis (not consignment). 
This means that slow-moving or unsalable 
merchandise is picked up for credit peri- 
odically, thereby assuring a full profit to 


* ABOUT THE AUTHOR. James J. Sheeran is Group 
Executive-Merchandising, Tatham-Laird Advertising, 
Chicago. He was formerly a Brand Manager at 
Helene Curtis Industries. 

A graduate of Marquette University, Mr. Sheeran 
serves as an instructor in Marketing at Columbia Col- 
lege and Lyons Township Junior College in Chicago. 
He has lectured at many universities and professional 
organizations, written for trade magazines, and is a 
featured columnist for several suburban Chicago 
newspapers. 
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More and more non-food items are found in food outlets today. 
This means that the servicing and merchandising of non-foods is in- 


This article discusses the most powerful influence in the distribution 
of non-foods: the rack jobber. It examines his success, and points out 
some significant trends and opportunities in the rapidly changing area 


the retailer and preventing losses through 
markdowns for clearance and the accumu- 
lation of broken, outdated merchandise. 

The rack jobber performs at least thir- 
teen marketing services:1! 

1. Assumes full responsibility for pur- 
chasing, warehousing, and delivery. 

2. Assures a constant supply of the 
newest type of competitively pre- 
priced merchandise. 

3. Co-operates with manufacturers in 
developing packaging and point-of- 
sale materials which will effectively 
sell non-foods through supermarkets. 

4. Sells and delivers in less than case- 
lot quantities in relation to how each 
item sells. 

5. Provides regular weekly (or semi- 
weekly) in-store restocking and dis- 
play services. 

6. Furnishes display services on special 
non-food promotions at the point of 
sale. 

7. Develops tie-in promotions with food 
products that increase the sales of 
both food and non-food items. 

8. Eliminates investments in warehouse 
and store back-up stocks. 

9. Gives the supermarket operator a 
substantially greater profit (31 per 
cent) than the average profit on 
foods (19.5 per cent). 


10. Picks up slow-moving and unsalable 


1“Advantages of Service Distributor to the 
Supermarket Operator,” Information Bulletin 
of the American Rack Merchandisers Institute, 
1960, p. 1. 
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merchandise for credit or replace- 
ment. 

11. Introduces new market-tested items 
in a merchandise rotation program. 

12. Takes the risk out of handling sea- 
sonal merchandise. 

13. Works to develop new and profitable 
non-food lines or departments for 
the supermarket. 

There are over 800 rack jobbers in the 
United States. Most of them work on a 
local basis (one city), but several of the 
larger ones cover as many as five states. 

From a central warehouse they serve a 
web of accounts, sometimes numbering as 
high as 1,500 stores. They compete for 
customers in the same area. 

Not all rack jobbers carry a complete 
non-food line. Some specialize in health 
and beauty aids, carrying only one or two 
secondary lines such as electrical goods 
and hardware, whereas others may deal 
exclusively in housewares and soft goods. 
The economics and competitive activity of 
a territory dictate what lines a rack jobber 
will handle. 

The average rack jobber may have a 
sales force consisting of a sales manager 
and an assistant, several sales supervisors, 
and a number of sales servicemen or 
routemen, 

The sales manager normally has the 
responsibility of opening new accounts. He 
is on the alert for new business, whether 
new independent stores or new branches 
of a chain. If he deals with chain stores, 
he must get approval from the chain head- 
quarters to deal with their branch stores. 
He is primarily concerned with selling 
the concept of rack merchandising to food 
outlets. 

The particular, products involved may be 
handled by the individual sales serviceman 
who is assigned {o the account. Frequently 
the sales manager does not know exactly 
what items a store carries; but the sales 
supervisor who oversees the sales service- 
men makes sure that the account is properly 
stocked and serviced. In addition, the super- 
visor indoctrinates, trains, and works with 
the servicemen to make sure of their con- 
tinued efficiency. 
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The sales serviceman is the “backbone” 
of the rack-jobbing organization. He makes 
contacts with food operators on a weekly 
or semi-weekly basis and fully services 
the account. He operates out of a “‘vanette” 
or “walk-in” truck and is responsible for 
the complete servicing of the accounts 
he handles. The average number of calls 
for a serviceman may be eight to ten 
per day. His average daily sales volume 
varies between $600 to $800; and he has 
forty to seventy accounts that he covers 
exclusively. 

The rack jobber services as high as 
90 per cent of all supermarkets carrying 
certain non-food items. In all non-food 
categories, he represents the source of 
supply for about two-thirds of all super- 
markets. For health and beauty aids (by 
far the biggest non-food item in a food 
store) about 52 per cent of food stores 
are serviced by rack jobbers, while the 
remaining stores buy direct from manu- 
facturers or other wholesalers. Where space 
is at a premium, the rack jobber has been 
successful in securing about 15 per cent 
of food store floor space for the display 
and sale of his non-food merchandise. 


Since World War II, there has been a 
steady increase in the sales of non-food 
items. Today these products represent 5.2 
per cent of total store sales, and there is 
every evidence that they will continue to 
grow. In 1950, sales of all non-foods were 
$0.2 billion. In 1958, food stores sold $1.8 
billion, an increase of 800 per cent. 

During the same period, the sales of 
regular food items increased only 81 per 
cent, from $27 billion to $49 billion. Thus, 
the rate of gain in supermarkets of non- 
foods over foods is almost ten times 
greater. 

Exactly what are non-foods? Originally 
they took the form of toiletries and cos- 
metics (today called health and beauty 
aids) and housewares; but increasing de- 
mand and high-powered salesmanship added 
a number of other product categories to 
this list. Stationery, magazines, and toys 
soon followed, with phonograph records 
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and soft goods later entering the picture. 
Presently these items form the basis for 
the non-food department. 

There are a number of other items in 
food stores of a non-food nature, such as 
soaps, detergents, paper products, waxes 
and polishes, that are not distributed by 
rack jobbers. For the most part these are 
bought directly from the manufacturers 
or food wholesalers, and have always been 
considered food-store items. They had dis- 
tribution in grocery outlets long before the 
advent of the rack jobber, and are not 
included in the figures relating to non-foods 
in this study. 

Most important of the rack-serviced non- 
food items are health and beauty aids. 
This category contributes 2.3 per cent 
of total store sales, ranking above cookies 
and crackers, and soaps and detergents. 
Because of its high profit margin (average 
32.5 per cent) and its relatively high turn- 
over rate, its dollar profit per floor foot 
is $6.62 weekly as compared to an all- 
grocery item average of $2.88. 

Housewares with 0.9 per cent of store 
sales and magazines with 0.6 per cent are 
the next most important categories. But 
soft goods with 0.5 per cent of store sales 
are pointed out as the real “comers” in 
non-foods. They have the least distribution 
of any of the seven basic items, but are 
growing at a much faster rate. The other 
products—toys (0.4 per cent store sales), 
records (0.3 per cent), and stationery (0.2 
per cent) round out the non-food category. 


PROFITABILITY OF NON-FOODS 


These seven non-food items represent 
more total store sales than cigarettes and 
tobacco, all frozen foods, and all canned 
vegetables. 

The performance of each of these items 
on a comparative basis—as to (1) per- 
centage of total store sales, (2) margin 
of profit on sales, and (3) linear floor 
feet given to the item is shown in Table 1. 

Although the figures in Table 1 reflect 
a substantial amount of strength for non- 
foods, their greatest strength lies in their 
profitability. Note that non-foods account 
for 5.2 per cent of total store sales; but 
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because of their wide margins and turn- 
over, they earn 8.8 per cent of all store 
gross profits. 

If translated into sales and profit by 
space occupied, non-foods would compare 
with foods as follows: 


Sales and Gross Profits (by space occupied) * 
Groceries Non-foods 
Weekly sales 


per floor foot $15.88 $11.38 
Weekly gross profit 
per floor foot $ 2.88 $ 3.52 


Space is an all important food store 
consideration, as is profit. The typical 
supermarket has 544 linear floor feet of 
gondolas and fixtures for display of mer- 
chandise; and 83 feet of this is given to 
non-foods. The weekly gross profit of non- 
foods tops that of food items by about 22 
per cent. 

Even more impressive than the figures 
on gross profit is the net profit for non- 
foods. Against the average 31 per cent 
margin of profit that a typical food operator 
realizes on non-foods, very little is charged 
off to selling expense. The rack jobber 
takes care of ordering, shelf stocking, and 
displaying, and guarantees the sale, He 
thus eliminates store expenses for mark- 
downs and “throw outs.” In effect, most of 
the food operator’s costs of handling are 
borne by the rack jobber, and a store’s cost 
of selling is lowered due to self-service. 

As a result, the normal operating expense 
for non-foods is only about 11 per cent 
(including advertising, depreciation, in- 
surance, interest, utilities, rent, trading 
stamps, labor and supervision, and taxes) 
leaving a net profit on sales of 20 per cent. 
Net profit for total food store operations 
average around $ per cent. 


USE OF RACK JOBBERS BY SIZE OF CHAIN 

All sizes of supermarkets use the services 
of rack jobbers. There is some support 
for the theory that relatively small super- 
market chains (four to ten stores) use the 
rack jobber more consistently than larger 
chains. 


8 Same reference as footnote 2, p. 1. 
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TABLE 1 
PERFORMANCE OF NON-Foop ITEMS IN Foop STORES? 


All Non-Foods 


A. 5.2% of total store sales—$943 weekly non-food sales 
B. 31.0% margin on sales—$292 gross profit on sales 
C. 83 linear floor feet—$1,046 items in all departments 


1. Health and beauty aids 
A. 2.2% of total store sales 
$408 weekly dept. sales 
B. 32.5% margin on sales 
$123 gross profit on sales 
C. 20.1 linear floor feet 
381 items per dept. 


2. Housewares 
0.592% of total store sales 
$158 weekly dept. sales 
B. 33.0% margin on sales 
$52 gross profit on sales 
C. 10.5 linear floor feet 
167 items per dept. 


8. Magazines 
A. 0.58% total store sales 
$110 weekly dept. sales 
B. 26.0% margin on sales 
$28.60 gross profit on sales 
C. 12.8 linear floor feet 
18% items per dept. 


> 


4. Soft goods 


A. 0.53% of total store sales 


$99 weekly dept. sales 


B. 31.9% margin on sales 


$32 gross profit on sales 


C. 9.8 linear floor feet 


76 items per dept. 
5. Records 


A. 0.30% of total sales 


$64 weekly dept. sales 


B. 28.4% margin on sales 


$18 weekly margin 


C. 5.3 linear floor feet 


$4 items (titles) per dept. 
6. Toys 


A. 0.85% of total sales 


$63 weekly dept. sales 


B. 33.2% margin on sales 


$21 weekly margin 


C. 96 linear floor feet 


93 items per dept. 


7. Stationery 
A. 0.23% of total sales 
$41 weekly dept. sales 
B. 41.0% margin on sales 
$16.80 weekly margin 
C. 6.3 linear floor feet 
47 items per dept. 


*“Non-foods Are Big Business,” Progressive Grocer, Special Report, 1959, pp. 3-7. 


Figure 1 shows that smaller chains rely 
in almost 85 per cent of cases on the out- 
side servicing of the rack jobber. As a 
chain gets big and more “accomplished,” 
it often tries to fulfill its own non-food 
requirements by buying direct from the 
manufacturer. As the chain gets bigger 
(over 100 stores), it tends to increase the 
use of outside servicing, and at this point 
in a chain’s development, some 50 per cent 
of non-food items are supplied by an out- 
side source—either a rack jobber or a 
wholesaler. 

It would seem that small supermarket 
chains use outside servicing because of 
their inexperience, whereas middle-sized 
chains (26-99 stores) attempt to act inde- 
pendently and to consolidate non-food mer- 
chandising into their own operation. The 


large chains, tend more toward the use 
of outside servicing. 


Two developments are evident in rack- 
jobbing today. 

One is the establishment of permanent 
personnel (on the rack jobber’s payroll) 
in the non-foods section of very big food 
stores. These people are assigned to their 
section to act as stocking and display men, 
and also as retail clerks. They are on hand 
to maintain their section in the store and 
to help the consumer buy the right prod- 
ucts. This is much like the demonstrator 
concept of selling in department stores. 

Another development is that of the 
specialist soft-goods salesman within the 
framework of non-foods. Some rack jobbers 
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FIGURE 1. Outside servicing by rack jobbers and wholesalers of non-food lines.‘ 


are training men to merchandise soft goods 
exclusively. The number of manufacturers 
willing to be represented in the food stores 
is increasing and so are the lines, especially 
since manufacturers have been willing to 
sell their major brands (as well as their 
“off” brands) to food outlets. 


Both of these developments have raised 
the quality of soft goods in food stores. 
Included in this long merchandise category 
are hosiery, socks, bras, sportswear, baby 
pants, crib sheets, briefs, hats, towels, 
pajamas, sweat shirts, T shirts, slippers, 
slacks, sweaters, skirts, and rainwear. With 

4“The True Look of the Super Market In- 


dustry 1959,” Supermarket Merchandising, 
Vol. 25 (May, 1960), p. 87. 


the number of items growing longer and 
with a variety of styles and seasonal factors 
to be considered, soft goods specialists are 
needed. 


The biggest factor in getting more busi- 
ness for a rack jobber is his service—how 
frequently he calls, how extensive his line, 
how well he merchandises. Free goods, 
premiums, and other standard inducements 
are used to a slight extent. 


Pricing is fairly inflexible, but does vary 
within each non-food product group. On 
an average, the rack jobber sells at 31 per 
cent off retail to his accounts. He buys at 
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close to 60 per cent off retail from his 
suppliers (manufacturers). 
Discounts and pricing are as follows: 


Average 
Approximate percentage 
tage discount 
discount from retail 
from retail price to 
price to rack food store 
jobber (from (from rack 
Item manufacturer) jobber) 
Stationery 55 41 
Toys 50 33 
Housewares 50 33 
Health & 

Beauty Aids 45 33 
Soft Goods 45 32 
Records 50 28 
Magazines 40 26 


Note that the figures in the first column 
are approximate; quantity purchases and 
periodic manufacturer-oriented promotions 
may cause these figures to vary from 8 
to 5 per cent. Also note that the figures 
in the second column reflect an average 
discount. 

The rack jobber gets roughly between 
10 and 25 per cent of the retail selling price 
of an item as his profit. Considering his 
overhead (cost of warehousing, pricing, 
displaying, manpower, etc.), this is not a 
very high percentage of profit per item; 
but a rapid turnover and higher priced 
merchandise yield the rack jobber an ade- 
quate profit ratio. 

In practically every case the food store 
could buy non-food merchandise cheaper 
on a direct basis from the manufacturer. 
For example, most manufacturers offer 
their direct accounts a 40 per cent off- 
retail discount for health and beauty aids. 
Obviously, buying from a rack jobber 
where a 33 per cent is offered yields less 
profit to a food store; but the fact that 
store personnel have to warehouse, handle, 
price and display the merchandise causes 
the 7 per cent difference to diminish con- 
siderably. In the final analysis, the 7 per 
cent added gross profit may translate into 
no additional profit over the 33 per cent 
that the rack jobber originally offered. This 
same profit problem exists for all cate- 
gories of non-foods. 
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Most food accounts serviced by rack job- 
bers are billed within ten days after receipt 
of merchandise. They are billed at one 
price, which reflects the cost of the product 
and the cost of the rack jobber’s service. 

In the case of a shampoo that retails 
at $1.00, the food store that buys through 
the rack jobber will pay about 67 cents 
(if bought direct, the price would be 60 
cents), while the manufacturer sells the 
item to the rack jobber for about 55 cents. 
The price of 67 cents to the food store 
includes the cost of warehousing, handling, 
displaying, etc., that the rack jobber incurs 
—there is no extra cost to a food store 
for these services. 


THE FUTURE OF THE RACK JOBBER 

Rack-jobbing will grow; but the rack 
jobber will play a changing role in the 
future. The small independents that can- 
not get into the housewares and soft-goods 
business without a tremendous output of 
money and effort will be prime targets for 
the services of a rack jobber. Strong com- 
petition, however, from food chain buyers, 
voluntary co-ops, and food wholesalers will 
seek to diminish his service. As food out- 
lets grow larger and more diversified, they 
will tend to handle non-food merchandising 
themselves and switch their buying to a 
direct basis. 

The rack jobber reasons that the food 
store cannot operate at peak efficiency by 
handling its own non-foods, especially since 
the cost of warehousing and handling is 
very high and since only 5 per cent of 
total store volume is at stake. Because of 
the tremendous number of items included 
in non-foods, he also maintains that the 
burden of display and product upkeep is 
too great for a food operator. 

But the chains argue otherwise. They 
claim to have had “concession” operations 
before, which were integrated successfully 
and from which they realized a profit. In 
addition, they feel that they want to have 
control over every department in their 
store to make their profit worthwhile. 

As this battle of “who is going to dis- 
tribute what” goes on, a continual shift 
of buying policies is evident. In the. last 
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>- few years, such big chains as National, Annual volume of furniture stores is 
ot Kroger, Loblaw, and Safeway have tried $4.9 billion 
1e direct buying of non-foods and then Annual volume of drug stores is 
t switched back to rack jobbing. Others have $5.5 billion 
e. dropped rack servicing in favor of direct No doubt years to come will see the 
ls buying. Some food operations rely on rack non-foods segment of the food industry 
h jobbers for servicing only part of their surpass in sales one of these complete 
iS non-food section and buy direct for the retail industries. Consumers are spending 
0 other part. But the rack-jobbing industry more and more of their money in food 
1e has steadily grown stronger. stores; and this means even more business 
3. Total sales of non-foods now exceed $2 growth for rack jobbers. 
e billion annually. Compare that figure with - t - 
z, those of other outlets that are in the busi- _,°“Non-foods Are Big Business,” Progres- 
eee . sive Grocer, address given by Donald B. 
S ness of distributing non-foods exclusively :5 Reynolds, Associate Editor, to the Premium 
e Annual volume of hardware stores is Merchandising Club of New York, October 14, 
$2.7 billion 1959. 
k 
e 
l- 
is 
r 
- Do You Want, Or Do You Need? 
3, 
1 There is a school of thought popular among certain intellectuals 
% that goes like this: advertising and selling are pretty nasty be- 
y cause they force people to buy things that they do not need. This 
g is double nonsense. It is double nonsense because, in the first 
a place, no advertising or selling of any kind has ever forced you 
to do anything you didn’t want to do. You have a freedom of 
d choice. True, advertising and selling encourage you to buy 
y various products. And if you and I and a lot of other people 
" quit buying, our economy would suffer. But you are not forced 
" to buy—at least not by the influence of advertising and selling. 
f In the second place, to say that you buy things which you do 
f not need is also nonsense, because the people who say this usually 
4 are confusing needs and wants. You and I buy things all the 
. time—everybody you know does—which we do not need. What 
" we are doing is buying things which we want. 


—Steuart Henderson Britt, The Spenders, 
McGraw-Hill Book Co., Inc., 1960, 
p. 23. 
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Advertising? 


© HECTOR LAZO 


What Shall We Do About 


Everybody considers himself an advertising expert, certainiy an expert 
critic. The real experts are very few. Indeed, that may well be one 
of the principal handicaps of advertising today. Here is a concrete 
plan to help dispel some of this ignorance. 


ELDOM has a major area of marketing 

been submitted to so much criticism, 
self-abasement, and general condemnation 
as has advertising in recent years. The 
appearance of several books, mostly critical, 
some defamatory, and now forming a small 
library, has highlighted the controversy. 
Almost everyone believes himself an expert 
in advertising. And one of the real trage- 
dies is that there is really so much igno- 
rance about advertising. 

Many of us have been expending our 
energies, our time, and our emotions 
denouncing, proposing programs to oppose, 
and classifying our critics as phony or 
ignorant. Funds have even been proposed 
for a gigantic campaign to oppose legisla- 
tion which has not been proposed, and may 
never be proposed. 


HISTORY COULD REPEAT ITSELF 


There is grave danger in this. Do you 
remember how, in the 1930’s business slid 


* ABOUT THE AUTHOR. Since 1952 Hector Lazo 
has been Professor of Marketing, and since 1958 
Chairman of the Marketing Area, Graduate School 
of Business Administration, New York University. 
Prior to that, he spent some twenty-five years in 
business, holding various executive posts at Dodge 
Brothers, General Motors, Sunshine Biscuits, and the 
Co-operative Food Distributors of America. During 
World War Il, he was Assistant Director of the Board 
of Economic Warfare. 

Professor Lazo is the author of several books and 
pamphlets in the field of marketing and distribution. 
His latest book, written in collaboration with Arnold 
Corbin, also of New York University, is “Management 
in Marketing,” published earlier this year by McGraw- 
Hill. 


from the top of the ladder, and sank to the 
level where it was labeled as being against 
everything? What had been the voice of 
business was easily transformed by critics 
into the voice of doom, despair, and denun- 
ciation. Business was accused of “having 
stopped thinking in 1920.” Indeed, to be 
for business was to be against the nation, 
against the people, and against progress. 

We stand the same danger today of 
having marketing, and especially advertis- 
ing, euchered into the same position, where 
public opinion and consumers in general, 
who are the greatest beneficiaries of mass 
communication, can turn against business 
and force advertising into the same trap. 
The time has come to stop apologizing, 
stop denouncing, stop threatening, and to 
start a constructive, positive program for 
advertising. Practitioners of advertising 
ought to be imaginative enough to take the 
initative in a hard-hitting educational cam- 
paign. After all, “the truth can set us free.” 

Our biggest handicap is that we do not 
know the truth. To be sure, we have a 
nucleus of a very good start in Britt’s 
brilliant refutation of the alarmists.1 His 
book, The Spenders, certainly gives us ma- 
terial for study, for expression, and for 
action. Similarly, Dexter Keezer, economic 
adviser to the McGraw-Hill Publishing 
Company, put his finger on the economic 
fallacy of the attacks on advertising and 
marketing: most economists who argue 
against effective selling as we know it in 


1Steuart Henderson Britt, The Spenders. 


(New York: McGraw-Hill Book Co., Inc., 
1960.) 
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this country fail to realize that our national 
economy is no longer the Classical, Neo- 
Classical, or even the Keynesian economy 
of allocation of scarce goods, but an econo- 
my of surpluses, in which more people are 
engaged in selling and servicing things 
than in making things.? 

The highest government officials of the 
land have professed great and growing con- 
cern with unemployment. But this growing 
unemployment is unemployment in indus- 
try, in production. We do not have serious 
unemployment in retailing, wholesaling, 
promotion, or advertising. We do have 
unemployment in making things: in pro- 
ducing steel, in producing consumer dur- 
ables, in producing automobiles, in produc- 
ing sticks and stones and sealing wax. 
Why? Because we do not have enough 
markets for these things. It is as simple 
as that. 


WHAT IS OUR MARKETING ROLE? 


What is our role, then, in the economy? 
It is to catch up, in our marketing tech- 
nology, to our technology in production. 

We cannot have, we do not have, and we 
will not have effective, profitable, and eco- 
nomically useful production unless we have 
equally effective consumption. Our economy 
in the 1960s is not based on what we need, 
for that is the economy of scarcities and of 
mere existence. Rather, we live in an econo- 
my of expanding wants. 

Disposable consumer income rose 364 per 
cent in the twenty years, 1940-1960. The 
discretionary spending income is today 
almost one-third of the total (one-third 
of over $353 billion). More than $120 
billion is available to spend on wants 
or not to spend, and to save for future 
spending. 

Industry cannot expand unless consumer 
wants expand. Long ago we made enough 


2 Dexter Keezer, speaking at Roosevelt Uni- 
versity, Chicago, December 5, 1960, in an 
Edward A. Filene Lecture. 


8 Road Maps of Industry, No. 1312, Na- 
tional Industrial Conference Board, February 
17, 196L 


for the basic needs of our people. We now 
must make and market what people want, 
help them to want more, to have more, and 
to spend more. This will also make it pos- 
sible for us to share more with the rest of 
the world, and to live up to President 
Kennedy’s promises to a waiting and a 
wanting world. 


If these statements seem like platitudes 
and clichés, here is a concrete proposal 
which calls for united and co-ordinated 
action by all of us in marketing. But 
particularly does this call for united action 
on the part of the advertising groups and 
organizations. That means every organiza- 
tion that makes its living in activities 
other than the actual production or manu- 
facturing of goods. Advertising, as an 
integral part of marketing, picks up where 
transformation of raw materials creates 
finished goods. We need an integrated, co- 
ordinated effort, for our enemies are power- 
ful, and some of them are ruthless. The 
greatest danger of all is ignorance. 

Surely the one business area where im- 
agination and “creativity” are prized above 
all others can “come up” with creative 
thinking designed to save itself. So, here 
is a two-point program with which we 
can combat ignorance, and regain a meas- 
ure of understanding and support: ~ 

1. Let us frankly and sincerely approach 
Congress and the regulatory bodies of 
the government and offer to co-operate, 
to suppress abuses, and to perform 
in the public interest. 

2. Let us set about finding the facts, 
determining precisely, clearly, and in 
simple and convincing words just what 
advertising has done and can do for 
America . . . for our economy, for 
economic growth, for society, and for 
world peace and progress. We do not 
have sufficient facts now. But we can 
get them. 

The first part of this two-fold program 
is already under way. This is largely a 
matter for the Advertising Federation of 
America, the Advertising Research Foun- 
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dation, the American Association of Adver- 
tising Agencies, the Association of National 
Advertisers, and the Better Business 
Bureaus working together. Several publi- 
cations can be helpful: Advertising Age, 
Printers’ Ink, Sales Management, and 
others. This is largely a matter of clear 
thinking and orientation . . . and, of course, 
of determination and co-operation. 

Yes, there are some abuses, excesses, 
and “sore spots.” Let us not deny or hide 
them; rather, let us expose and eradicate 
them. 

The second part of the program is a 
direct attack on ignorance. Sufficient facts 
have not been developed. Many of us who 
talk about the economic contributions of 
advertising and the deep meaning of adver- 
tising speak too glibly of the social con- 
tributions of advertising. What are they? 
How do we measure them? We simply do 
not know. 

It is proposed, therefore, that the Adver- 
tising Federation of America take the lead 
in creating ten Ph.D. Workshop scholar- 
ships at five different universities, to ex- 
plore the role and contributions of adver- 
tising to our economy, to our standards of 
living, to our consumption patterns, to 
consumer tastes and wants, and to the 
demand patterns of our economy. These 
scholarships should result in Ph.D. dis- 
sertations and, after acceptance by the 
respective universities, would become the 
property of the sponsoring group. They 
would form the foundation of a broad 
educational program for use in a construc- 
tive, positive way. The job is not to oppose, 
tear down, or apologize, but to inform, 
educate, and explain. 

Truth is the best defense. But this truth 
must first be established. Once established, 
we must communicate it simply, forcibly, 
clearly, and convincingly to all who have 
ears and want to hear, to all who have eyes 
and want to see, to all who are willing 
to listen. This is a majority of the people 
of the United States. Such a program of 
unbiased study not only can produce facts, 
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but can gain greater public acceptance for 
advertising. 

Such a plan, of course, has to be prac- 
tical. A Ph.D. program will cost money— 
at a minimum, $3,500 per student per year. 
This means at least $10,500 per student 
for three years of study. Multiplied by 
ten, a minimum of $105,000 has to be 
contributed by advertising organizations, 
national advertisers, business, and pub- 
lishers. 

The findings, to be of any value, must 
be published and used. Publication and 
administrative costs will add some thou- 
sands of dollars, and so the total may well 
be as much as $130,000. 


These contributions must be made in 
good faith, “no strings attached.” The 
students must be totally freed to their 
research, to establish the truth. 

The reputation of the institutions where 
the studies are made; plus the reputation 
of the students and the supervising pro- 
fessors should yield impartial, objective 
results. In addition, the reputation of the 
national organizations, publications, and 
business firms that underwrite this research 
study will be important. 

Without advertising, the American econ- 
omy will dry up. But we can no longer 
rely on our acceptance of this basic truth. 
We cannot overlook that classical economics, 
which gave us the foundation for our pri- 
vate enterprise system, has no place in its 
theory for advertising . . . that Neo- 
Classicism has room only for so-called 
“constructive” advertising, which instructs 
consumers where they can find goods... 
and that both Classical and Neo-Classical 
economic theory denounces “combative” 
or competitive advertising as social waste. 

Yet it is the highly competitive, highly 
combative market of a very affluent society 
which demands competitive advertising. 
Our job in marketing is to determine the 
values of competitive, persuasive adver- 
tising, which helps to create demand. 


a STUDIES MUST BE IMPARTIAL 
} 
4 
Fi 


tapping the market. 
anticipated difficulties. 


HE POLITICAL turmoil that is char- 
acteristic of tropical Africa in its 
march to self-government should not ob- 
scure the area’s economic potentiality as 
a market for American products. In fact, 
it is this very eruption that is signaling 
its coming of age, economically, socially, 
and politically. In the next few years 
current development plans will be boost- 
ing local consumption standards, bringing 
markets that eventually will reach double 
or triple current levels. 


ESTIMATING THE MARKET 

Tropical Africa can be defined as that 
part of the African continent south of 
the Sahara, north of the Rhodesian “white 
belt,” and stretching from the Atlantic 
Ocean in the West to the Indian Ocean 
in the East. See Figure 1. It includes 
British East and West Africa, French 
West and Equatorial Africa, Portuguese 


* ABOUT THE AUTHOR. Edward Marcus is Associate 
Professor of Economics, Brooklyn College, and also 
Visiting Associate Professor of Economics at the New 
York University Graduate School of Business Admin- 
istration. He holds the Ph.D. in Economics from 
Princeton University, as well as the M.8.A. from the 
Harvard Graduate School of Business Administration. 
He was formerly an Economist with the Federal 
Reserve Board. 

During 1958-59 he visited Tropical Africa, study- 
ing its development and investment problems. A 
book containing his observations and findings, written 
jointly with his wife, Mildred Rend! Marcus, was 
published in 1960 by Bookman Associates (New York). 
He has written numerous articles on finance and 
international trade. 

He is also an associate of G. H. Wittman & Co., 
@ New York firm of international economic consultants, 
advising on various business projects and plans for 
Tropical Africa. 


Selling the Tropical African Market 


© EDWARD MARCUS 


The stepped-up tempo of economic development in Tropical Africa 
is opening new sales opportunities for American business. But for 
most companies the area is still a marketing "Dark Continent"; other 
than the large oil companies, few have ventured in on any sizable basis. 

This article discusses the potentials and the problems involved in 
It also offers suggestions to cope with the 


Africa, the former Belgian Congo, North- 
ern Rhodesia, Nyasaland, and Liberia. It 
is a uniformly poor area, but holds great 
promise of improvement. 


As an indication of its market poten- 
tial, a comparison with a more prosperous 
member—Ghana—is helpful. This cocoa- 
rich country imports about $40 per capita 
annually; as an agricultural producer, 
almost all its manufactured capital and 
consumers goods must come from abroad. 
Nigerian annual imports per capita, in 
contrast, are barely a third the Ghanaian 
level, while for the minerals-rich Belgian 
Congo the figure was about $22 in the 
year before independence. If the current 
development programs succeed in improv- 
ing local living standards sufficiently to 
raise Tropical Africa’s per capita imports 
to the Ghanaian figure—admittedly low 
by Western standards—aggregate imports 
would rise by some $4 billion, or an in- 
crease of 133-1/3 per cent. 


The prospects for American trade are 
even greater, although a word of caution 
about the market potential should be 
sounded. The area is “statistics poor”; 
even population estimates may be as much 
as 25 per cent in error. Hence, available 
sources give scanty or no firm figures 
about the consumption of specific com- 
modities. Only a few broad clues can 
give an approximate indication. For ex- 
ample, the area imported somewhat more 
than $2.5 billion in 1959; the United States 
supplied some 6 per cent of this total, 
while the then “mother” countries—Great 
Britain, France, Belgium, and Portugal— 
supplied 47 per cent of the total. Our 
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share, however, can be expected to rise 
as the loosening of political ties also 
weakens the economic relationships with 
the former European rulers. German and 
Japanese traders have already begun to 
make inroads, while many of our own 
exporters indicate having received a 
marked rise in trade inquiries. 

If we include Liberia—important be- 
cause of ship sales—1959 U.S. exports 
to the area were $204 million, compared 
with our over-all total of $17.4 billion. 
In no major commodity class—the eleven 
basic breakdowns given by U.S. Customs 
—did Tropical Africa take more than 1 
per cent of the group, other than the 
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FIGURE 1. Tropical Africa. 
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aforementioned ships, in which Liberia 
accounted for 36 per cent. 

With sufficient effort, our exporters 
could achieve a larger share of the ex- 
pected much greater total; in the Congo, 
for example, the American share of im- 
ports has ranged between 10 and 20 per 
cent of the total, two to three times the 
proportion for all of Tropical Africa. And 
there is also some evidence that profit 
margins are somewhat better than average 
—although such closely-held data are 
notoriously difficult to obtain, for secrecy 
is a characteristic of the trade since its 
opening to the Western maritime powers 
some five centuries ago. 
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In a market as changing as the African 
one, it becomes extremely important to 
keep in constant contact with the final 
consumer and to follow the impact of 
income changes on his tastes for material 
goods. Only a few organizations, such as 
the giant petroleum distributors, can af- 
ford to have their own African outlets, 
with frequent visits by head-office people 
checking on sales trends. But if the for- 
eign firm is to keep—and increase—its 
share of African spending, some such 
approach is necessary. In this respect, a 
local sales representative is often defi- 
cient; located in the large coastal cities, 
he tends to think in terms of the urban 
tastes of his immediate surroundings, and 
this reflects the more sophisticated and 
more prosperous African community. The 
much larger market in the rural villages 
and surrounding farms represents Afri- 
cans who have emerged much more slowly 
into the modern world, or indeed are first 
getting cash income to spend on consumer 
products. In these areas the type of pur- 
chase reflects a much simpler and poorer 
African, though in agz~egate these Afri- 
cans may spend more than those in the 
few urban centers. 

Furthermore, the representative may 
not bother to send back customer re- 
actions to the product, assuming he even 
notices them. For example, the alert per- 
sonnel of the giant United Africa Com- 
pany—Unilever’s trading subsidiary that 
virtually dominates West African trade— 
discovered a new appeal for its carbolic 
soap product. Its use as fish bait had 
stepped up the African’s catch of “giwa 
ruwa” in the Benue (Nigeria) area. On 
learning this, UAC soon capitalized on 
the product’s new use and widened the 
market for the soap throughout the re- 
gion. It would be unlikely that the ordi- 
nary agent would discover such a pecu- 
liarity, considering how many different 
products he had and how little of his time 


1 For examples of differences in buying pat- 
terns, see “Merchandise Trade in British West 
Africa,” United Africa Company Statistical 
and Economic Review, No. 6 (September, 
1950), pp. 1-40, at pp. 20-21. 
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could be devoted to following the use 
pattern associated with each. 


DISTINCTIVENESS OF AFRICAN MARKET 

The emphasis on closeness to the final 
African market reflects the recognition of 
African selectivity—that it is not the 
beads, trinkets, and beer market depicted 
in lurid movies. The African is, by any 
standard, a sophisticated buyer, often ig- 
noring the superficial appeal of fashion 
for the more basic and practical qualities 
of the product. 

He can be exasperatingly fussy, too. 
The fez, for example, is only a red cap 
without a brim to the average American, 
but the African will distinguish among 
the shapes, the material from which it is 
made, the thickness of the material, the 
color shadings, the extent and composition 
of the embroidery, as well as the particu- 
lar design. He is also loyal to a brand 
that he has found satisfactory, thus mak- 
ing it difficult to sell him a “just-as-good” 
substitute. 

There are also certain peculiarities of 
the African market that require product 
modifications. Picks and shovels must be 
adapted to the African’s physical attrib- 
utes, and even the tractor seats must be 
altered, for the African’s posterior is gen- 
erally smaller than the American’s or 
European’s. 

The desire for European (that is, white) 
type products is probably more pronounced 
in West Africa than in East Africa, for 
the former has been in contact with 
Western influences for a much longer 
period. The African in the East has been 
slower to emerge into the new economy, 
and therefore his tastes have developed 
more slowly. Inasmuch as the resident 
European is looked to as the “upper class,” 
he is imitated both in dress and manner. 


TRADE CHANNELS 

Trade in Tropical Africa is handled at 
three levels—characteristic to a large ex- 
tent of the participation of the three main 
racial groups. There are the large Euro- 
pean units whose major operation is im- 
porting the country’s needs and exporting 
its produce; in addition they are usually 
secondary distributors, selling to the 
smaller wholesalers and retails shops, as 


51 = 
Jf 
ia THE AFRICAN CONSUMER 
rs 
ZO, 
er 
he ~ 
nd 
ge a 
ire 
cy 
its 
ars 
Bs 


well as to the final consumer (mainly 
the foreign resident group). At the next 
level are the smaller wholesalers, quite 
often Levantines in West Africa and 
Indians in East Africa; they serve as the 
link between the import stage and the 
final petty retailer. This last level, 
wherein most African (native) enterprise 
lies, serves the final consumer and also 
taps the rural sectors. Of course, this 
racial demarcation is only a generaliza- 
tion. In Ghana, Nigeria, and Sierra Leone 
the African women “mammy traders” of- 
ten do so great a volume of business that 
they assume wholesale functions by sell- 
ing to (and financing) petty or “penny” 
mammy traders rather than dealing di- 
rectly with the final consumer. Also, par- 
ticularly in British East Africa, the small 
Indian duka (or shop) services African 
clientele directly, especially in the more 
remote back-country or “bush.” 

These various traders perform both 
buying and selling functions. The petty 
retailer may not only sell his goods, but 
probably also buys raw produce from the 
farmers in the area—produce that will 
ultimately enter into the export market. 
Sometimes these two functions merge into 
one transaction; the local customer bar- 
ters his wares (ground nuts, for example) 
for cloth or hardware. Similarly, the 
wholesaler sells consumer goods to the 
petty retailer, and buys the latter’s com- 
bined lots of farm produce, gathering 
the supplies of many such retailers into 
larger bundles. Ultimately, the large Euro- 
pean firms will amass these bundles of pro- 
duce—now reaching large quantities—and 
export them; they will also break down the 
bulk import purchases into smaller lots 
for sale to the wholesaler. 

In general, prices are not fixed, hag- 
gling between the buyer and seller being 
the accepted way of doing. business at 
every level. Apparently the sociability 
that goes with such bargaining is one 
of the fringe benefits of the trading occu- 
pation. Only the few large stores catering 
primarily to the local European popula- 
lation go in for fixed prices, and these, 
it might be noted, rarely put on clearance 
or other sales featuring drastic price 
reductions.? 
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BREAKING INTO THE MARKET 

Although there is no outright prohibi- 
tion on a foreign product’s entry into the 
African market, certain institutional diffi- 
culties operate at a disadvantage. In a 
few countries, especially French Africa, 
there are tariff or foreign exchange pref- 
erences favoring goods from the same 
currency area, for example, the franc zone. 
(Much of Equatorial Africa, however, is 
covered by the Congo Basin treaties which 
forbid tariff discrimination.) The national 
development plans are government ad- 
ministered, so that their citizens compose 
the technical staff; inasmuch as their 
experience has usually been with supplies 
made in their own country or that of the 
former ruler—England, France, or Bel- 
gium—the chances are that the particular 
goods ordered will be those with specifi- 
cations more readily met by producers in 
the mother country. : 

Fortunately, there are smaller aggres- 
sive firms which are always eager to take 
on new lines, hoping thereby to break 
into the lucrative markets now dominated 
by the larger established houses. What 
they lack in size they often make up in 
“push”; coupled with good sales-promo- 
tion assistance from the foreign supplier 
they can often make satisfactory and 
profitable inroads into the existing market 
structure and make their attempts pay 
off. And, of course, even the largest firms 
are willing to take on completely new 
products that do not compete with items 
they already handle. 


SALES REPRESENTATION 

Probably the most important considera- 
tion for an exporter or manufacturer 
seeking a trading connection in Tropical 
Africa as his sales agent is the selection 
of one who is honest and has a sense of 
responsibility. Too many local dealers 
have foundered because, faced with in- 
adequate capital, they have over-reached 
themselves, either by undertaking too 
great a volume of operations or by giving 
unwise extensions to slow-paying or dis- 


2For a more detailed description of the 
retail level, see Mildred Rend] Marcus, “Mer- 
chandise Distribution in Tropical Africa,” 
Journal of Retailing, Vol. 35, No. 4 (Winter 
1959-1960), pp. 197-201. 
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honest customers. With so vast a hinter- 
land to flee to, it is not difficult for the 
unsuccessful African or Asian to melt 
away into the “bush,” perhaps hundreds 
of miles from the site of his coup, and 
start business life anew. 

Moreover, there are few “old-line” 
houses in any one trading community, 
and these are often already allied with 
competing manufacturers’ items. While an 
alternative is to deal with a non-Euro- 
pean, his influence is limited, and this 
factor must be weighed against the usu- 
ally heavily entrenched position of the 
white middlemen. 

A more costly method of reaching the 
market would be to establish a branch in 
the Tropical African country from which 
shipments would be made directly to the 
distributor. These units could serve as 
storage centers and, in addition, even some 
local fabrication could be undertaken. How- 
ever, experience seems to indicate that even 
if the eventual market is large enough to 
justify such an operation, losses will prob- 
ably be suffered for the first three-to-five 
years. 


A possible and practical compromise 
might be the employment of traveling sales- 
men whose duty would be to call on the 
many local dealers—or as many as feasible 
—assisting the agent in obtaining orders, 
offering sales pointers to the retailer, and 
getting their opinions in return. To pre- 
vent any conflict it would undoubtedly be 
necessary to credit the company’s agent 
with any orders the salesmen did book, 
since their primary function would be to 
obtain information about the market’s 
changing tastes. The lowest sales level 
that could be realistically approached would 
be the small store—the duka—-since by Af- 
rican standards even these are not minis- 
cule; only the street peddler and wander- 
ing merchants would be ignored since they 
are hard to locate. 

A good representative would become an 
intelligence outpost. He would get to know 
the peculiarities of the territory, enlighten 
the supplier with market data, and smooth 
the way for necessary modifications in 
either the product or the sales appeals. 
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He could also transmit information about 
prospective economic trends and thus high- 
light factors affecting credit repayments. 


SELECTION OF SALES PERSONNEL 

In the selection of personnel a problem 
to be solved is whether to use nationals 
of the manufacturer’s country or a native 
of the territory to be served. The advan- 
tage of the former is that it is easier to 
select someone who is likely to be tech- 
nically qualified. 

To find satisfactory Africans means 
looking for men in an unfamiliar country 
with different standards of work and per- 
haps totally unacquainted with either the 
product or the principles of Sales promo- 
tion. The African’s asset, on the other 


‘hand, would be his greater ability to gain 


access to the local outlets, since the alien 
stigma would be absent. He would also 
be more likely to speak the local dialect. 
And, though by no means a minor con- 
sideration, his wage cost would be appreci- 
ably lower, since living standards are so 
much below the American’s plus the fact 
that relocation and special overseas allow- 
ances would be unnecessary. Of course, if 
the volume of business permits, a two-man 
team would be the appropriate compromise, 
one a foreign (company) man with the 
desired technical know-how, the other a 
capable African to do the actual inter- 
viewing. 

A by-no-means unimportant advantage 
of such a staff would be realized if the 
manufacturer decided to change agents or 
even to set up his own local distributing 
branch. He would know where his prod- 
ucts had been sold, which retailers had 
carried his line, and he would have some 
idea of the sales peculiarities and obstacles 
of the various local markets. Thus he 
would not have to start afresh if he were 
to drop his agent. 


NEED FOR SALES-PROMOTION AIDS 
Obviously the local distributor must re- 
ceive help in selling, since he is not familiar 
with the product’s specific sales qualities. 
Whether or not an auxiliary sales force is 
employed, the overseas manufacturer would 
still have to help with the local advertising 
and point-of-purchase promotion, although 
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gearing them to the peculiarities of the 
market. The use of dogs in advertise- 
ments displayed in regions that despise 
these animals and the use of white models 
in a color-conscious region can be quite 
damaging to future sales. Particularly 
popular are sales-promotion campaigns in 
which trinkets, such as miniatures of the 
product, paper caps advertising the brand 
names, and similar free items are distri- 
buted. Belga cigarettes in the southeastern 
Belgian Congo popularized its brand by 
designing all its trucks to look like the 
cigarette package. 

The advertising and sales-promotional 
appeals must be modified if the area is low 
in literacy, a common deficiency especially 
in rural Africa. Symbols and pictures be- 
come more significant than words and 
themes. To “play” on words may misfire 
because the African’s knowledge of the 
language is often limited. Singer Sewing 
Machines, for example, has developed a 
wordless instruction book to cope with this 
problem. 


Even the product’s container may play 
a pivotal role in closing the sale. Petroleum 
drums when empty have multiple other 
uses in the interior; these could be resold 
and provided a supplementary source of in- 
come to the oil consumer. When the pe- 
troleum companies changed over to bulk 
deliveries by truck they reduced their cus- 
tomer’s well-being. (Manufacturers who 
have placed a baby’s picture on their food 
packages have discovered that the native 
frequently believes that the product is just 
that—a ground-up baby!) 

Given a satisfactory product, an initial 
sale can usually result in repeat sales. 
Brand loyalty, as already mentioned, is 
a characteristic of the African market. 
And, of course, the local distributor can 
be influenced to make a greater effort on 
behalf of the manufacturer’s product if 
he obtains a gross margin larger than that 
received on other products. Many an ad- 
ditional sale can be won by the extra per- 
suasiveness of the seller rather than by 
any inherent virtue in the product itself. 


INVENTORY AND DELIVERY PROBLEMS 
Another problem which must be resolved 
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is the size of inventories the agent is to 
carry. His desire, naturally, is to mini- 
mize this stock, for it represents so much 
tied-up capital that could be used for trade 
in other items. Physical inventory also 
takes up space, thus adding to warehouse 
costs, and it must also be looked after in 
order to prevent spoilage, theft, misplace- 
ment, and obsolescence. Possible price de- 
clines could result in losses severe enough 
to cause bankruptcy. 

Yet he must carry sufficient stocks to 
fill orders without too great a delay. New 
deliveries from abroad take long in ar- 
riving and this prevents reliance on the 
foreign source for quick refills. As already 
implied, this is particularly important for 
machinery, where a lack of spare parts 
can render the item useless. 

A possible compromise would be for the 
manufacturer to continue carrying the 
local inventory, perhaps in a bonded ware- 
house, if there is one locally. (Unfortun- 
ately, often only transit sheds are available, 
with penalties on goods stored longer than 
the “free” period.2) Payment would be 
made only as the goods were released to 
the distributor. Thus, both the financial 
and physical burden could be shared be- 
tween the two. 


The importance of transport time for 
Africa cannot be exaggerated. Only the 
very high-value items can be flown in; 
most goods must still go by water, and 
this is slow. Moreover, handling charges 
at the African ports are quite high; a 
study some years ago showed that they 
added 15 per cent to transport costs.* 

Since the African-based representative 
is so far removed from his source of sup- 
ply, he is forced to place a great importance 
on the manufacturer’s reliability. He can- 
not pick up the telephone to correct an 


3“Port Capacity and Shipping Turnaround 
in West Africa,” United Africa Company 
Statistical and Economie Review, No. 19 
(March, 1957), pp. 1-50, at pp. 16-17, 28. 


4“Surf Port Operations in the Gold Coast,” 
United Africa Company Statistical and Eco- 
nomic Review, No. 5 (March, 1950), pp. 45- 
52, at pages 45-46. ‘ 
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error. A wrong shipment cannot be re- 
placed immediately, and defective merchan- 
dise cannot be exchanged quickly. 


In gauging the extent of ultimate sales, 
it is unwise to assume that one outlet can 
serve a wide territory, for example, all 
Tropical Africa, or even only West or 
East Africa. Land transport routes do 
not permit easy passage of goods from one 
country to another, local air transport is 
expensive, and coastal boats often are 
slower than freighters from the head office 


' abroad. A shipment from Mombasa on 


the Kenya east coast to Freetown on the 
bulge of West Africa could well take longer 
than the faster and more frequent freight 
service operating directly from New York 
and London. Even within the country more 
than one distribution center may be neces- 
sary; a Nairobi (Kenya) site, for example, 
would find it almost impossible to service 
adequately the Mwanza region on the 
Tanganyika side of Lake Victoria, only 
several hundred miles away, although both 
are in British East Africa. 


SERVICING AIDS 

For technically complicated items, such 
as heavy equipment, service and repair are 
most important. No one wants an idle 
machine awaiting some necessary adjust- 
ment; yet the local sales agent may have 
neither the machine tools nor the “know- 
how” to maintain such facilities. Because 
of the slowness of deliveries and the dis- 
tance from the head office, new parts tend 
to be a costly source of delay, and flying 
in a serviceman is too expensive. Moreover, 
the original overseas supplier is often the 
only man who has the needed replacement 
part, because other manufacturers usually 
design their equipment to different spe- 
cifications. As a result, it may be neces- 
sary for the manufacturer to train an 
employee of the distributor specifically for 
this service task. 

The shortage of skilled help is so acute 
throughout Africa that most companies are 
forced to train raw help in order to solve 
this need for mechanics. It may even be 
good policy for the overseas manufacturer 
to pay part of the repairman’s wage in 
order to insure his being available, thus 
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assuring the ultimate consumer that he 
need not worry about the possibility of an 
idle machine. 


The local African distributor is also 
inevitably influenced by the supplier’s 
credit terms since he cannot afford to tie 
up much capital for too long a time. In- 
ventory turnover may often exceed a year 
on the average. Quite frequently the local 
distributor cannot pay the supplier until 
he has resold his product, and, in turn, 
received payment from his customers, who, 
in turn, may also have to wait until they 
have completed the entire transaction, that 
is, the sale and the subsequent payment. 
Yet this last vital link may be the farmer 
who cannot get cash to discharge his obliga- 
tions until he has sold his crops. 

As a result, the availability of ample 
credit may be the determining factor in 
obtaining an alliance with a local agent, 
since in the more remote sectors this credit 
cycle may stretch out as long as three years. 
Regardless of price, if the middleman can- 
not get the necessary financing—and reli- 
ance on the local banks must necessarily 
be for only limited amounts—he must de- 
pend on his own capital, a limitation which 
would certainly cripple any widespread 
operation not supplemented by credit ex- 
tended by the supplier. 


Like any new opportunity, the potential 
African market has many and complex 
problems. This is inherent in any growth 
and profit situation. But the magnitude of 
its challenge is also a measure of the pos- 
sible gain. 

Obviously so vast a plum is not to be 
had for the asking; merchants now in the 
area will fight to preserve their foothold 
while eager interlopers from all over will 
strive to break in. The seller who combines 
a good product with a keen insight into the 
dynamic African market may well realize 
a new profit potential that could form a 
welcome addition to his current operation. 
Even now the larger trading units are ex- 
panding the size of their investment in the 
area, as they get ready to take an even 
bigger bite of the growing pie. 
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Portfolio Tests—Are They 


Here to Stay? 


JOHN C. MALONEY 


The author challenges 


the usefulness of the recall data uced 


by portfolio tests as measures of the performance of print advertising. 


differences between the effectiveness of these 


recall measures 


and other recall measures are considered in a new light. 


HE PORTFOLIO test has been one of 

the most widely used approaches to the 
pre-testing of print advertising. This 
method, which involves exposure of the 
“test ad” in a folder which also contains 
a number of “control ads,” yields various 
and sundry “playbacks” or recall data as 
the principal criteria of advertising 
performance. 

Such recall measures are typically ex- 
pressed as a percentage of respondents who 
can recall the brand and/or product ad- 
vertised, or pictorial or copy aspects of 
an advertisement after the folder of ad- 
vertisements has been viewed in the inter- 
viewer’s presence, for a brief time inter- 
val. These playbacks are usually based on 
unaided recall of the ad or ads in question, 
although standard “prompts” are often used 
to produce aided-recall playbacks to supple- 
ment those obtained from unaided recall. 

The portfolio method may also involve 
ratings of the ads or products advertised 
in many instances. The playback scores 
are the main quantitative derivatives of 
portfolio tests per se, however. Note that 


¢ ABOUT THE AUTHOR: John C. Maloney is Man- 
ager of Research Development at Leo Burnett Com- 
pany, Inc., Chicago. He is a graduate of the Uni- 
versity of Nebraska and holds M.S. and Ph.D. 
degrees in psychology from Purdue University. 

In addition to broad experience in marketing and 
consumer research work, Dr. Maloney's activities have 
provided him with an unusual opportunity to compare 
a wide range of advertising-research techniques. He 
is a lecturer in Psychology of Advertising and Sell- 
ing at Northwestern University. 


only the “recall score” aspects of portfolio 
tests are questioned here. Other findings 
from tests which may involve the presen- 
tation of more than one advertisement to 
a respondent in the same folder or “port- 
folio” are not considered in this article. 


POPULARITY OF PORTFOLIO TESTS 

Portfolio tests have a high face validity. 
They seem more realistic than the pre- 
testing methods which “rub respondents’ 
noses in the test ad”—without the bene- 
fit of control ads as a background. They 
are straight-forward, easily administered, 
easily analyzed, and produce results easily 
communicated to the non-researcher. 

Moreover, they are highly reliable, in 
the sense that very comparable results are 
obtained from repetitions of portfolio tests 
using the same control ads. (The author 
has found the average rank-order correla- 
tions of unaided, correct brand recall scores 
to be in excess of .90 for all possible inter- 
correlations of seven different ten-ad tests 
using the same nine control ads.) 

It is little wonder, then, that portfolio 
tests have been so popular. How does one 
dare to question whether or not they are 
here to stay? Why would they not be 
here to stay? 


THE CASE AGAINST PORTFOLIO TESTS 
Yet portfolio tests, as they are com- 
monly used today, are not here to stay. 
The reason is simply that they very seldom 
work for the purpose for which they are 
intended. 
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PORTFOLIO TESTS — ARE THEY HERE TO STAY? 


Consider the purposes for which portfolio 
tests are ordinarily used. At the same 
time, consider those factors which might 
influence portfolio-test recall scores. 


Common Purposes of Portfolie Tests 

A common purpose for which portfolio 
tests (or any other print advertising pre- 
tests) are used is to help the advertiser 
to decide whether to run Ad A or B as 
his next insertion in a given magazine 
or newspaper, when Ad A and Ad B are 
advertisements of the same size, are com- 
parable as to black-white or amount of 
color, and are for the same brand and 
product. 

In other words, portfolio tests are often 
used to test headline, copy, or graphic 
variations when all other factors are held 
constant and the advertiser wishes to se- 
lect the best ad from among several 
possibilities. 

Another use for portfolio tests—the one 
which accounts for the majority of re- 
maining instances of the use of such tests— 
is to determine how well a new ad “stacks 
up” in comparison with previous ads for 
the same brand of the same product or for 
comparable brands of closely related 
products. 


Factors Which Can Influence Recall Scores 

For present purposes it is convenient to 
classify the innumerable factors which can 
influence recall scores in three ways: 

1. Sources of “error variance.” These 
include the troublesome variations 
in interviewers’ motivations and abili- 
ties, variations in respondents’ abili- 
ties to remember the ads for 
interviewers, respondents’ varying 
inclinations to co-operate with the 
interviewer, seasonal factors, prob- 
lems of “response set,” prior exposure 
biases, and other non-valid influences. 

. Variations due to the differences 
among ads themselves. These include 
the valid influences of better or poorer 
use of headline, copy, graphics, and 
other elements. 

. Variations due to respondents’ inher- 
ent interest in, or awareness of, the 


brand and/or product being adver- 
tised. These include variations which 
result from the fact that people are 
most likely to notice and least likely 
to forget ads for those brands and 
products in which they are most in- 
terested or which they know the most 
about. 

It can be seen that variations of the 
latter sort could account for considerable 
“reliability” or stability in recall score 
measures. If the same ads are involved in 
repeated tests, the general level of respon- 
dents’ interest in, or awareness of, the 
product being advertised would naturally 
tend to be comparable from test to test. 
If the scores in question are more subject 
to such influence than they are subject to 
the influence of the differences among ads, 
the scores would tend to be stable but could 
hardly be regarded as meaningful measures 
of the performance of the ads themselves. 

The point is that portfolio test playbacks 
are more subject to the non-valid, “interest- 
or-awareness” influence than they are sub- 
ject to valid, “goodness-of-the-ad” influence. 


Evidence Against Portfolio Tests 

The indictment of portfolio-test recall 
scores rests on the assumption that if 
the same control ads are used for tests 
of different “test” ads for the same brand 
of the same product, then the “test” ads’ 
recall scores should vary more from test to 
test than do the recall scores for the control 
ads. 

If this is not found to be true, it can 
be assumed that either (a) the scores were 
unstable or unreliable (a possibility over- 
ruled by a superabundance of evidence), 
or that (b) the scores are more subject 
to the aforementioned, non-valid, “interest- 
or-awareness” influence than to the valid 
“goodness-of-the-ad” influence. Either of 
these two conclusions would clearly sug- 
gest that portfolio-test playbacks are un- 
suited for the purposes for which they are 
commonly used. 

In Table 1, playback tabulations are pre- 
sented for six different ten-ad portfolio 
tests. These are expressed both in terms of 
percentage recalling the correct brand and 
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TABLE 1 
PLAYBACK TABULATIONS FOR PRINT PRE-TEsTs OF SIx DIFFERENT BEER Aps! 
(Expressed as % of sample recalling brand and product correctly) 


Test 1 Test 2 Test 3 
Ads Tested % Rank % Rank % Rank 


High-Low 
Test 4 Test 5 Test 6 Range 
% Rank % Rank % Rank % Rank 


TEST ADS? 7% (2) (1) T4 (2) 
CONTROL ADS* 
Wax product 41 (9) 40 (9) 41 (8.5) 
Silverware 42 (8) 44 (7) 41 (8.5) 
Automobile 77 (1) 75 (2) 76 (1) 
Frozen food 47 (6) 52 (8) 52 (4) 


Cheese 34 (10) 29 (10) 37 (10) 
Cigarette 48 (5) 50 (5) 54 (3) 
Television set 43 (7) 42 (8) 49 (6.5) 
Camera 57 (3) 50 (5) 49 (6.5) 


Soft drink 50 (4) 50 (5) 50 (5) 


7 (1) 82 (1) «74 (2) (1) 


8 
40 (8) 41 (8.5) 44 (6.5) 4 (2.5) 
36 (9.5) 41 (85) 35 (9) 9 (2.5) 
75 (2) 80 (2) 75 (1) 5 (1) 
54 (4) 51 (65) 48 (5) 7 (3.5) 
36 (9.5) 37 (10) 34 (10) 8 (.5) 
51 (5.5) 55 (4.5) 44 (6.5) 11 (3.5) 
51 (5.5) 51 (65) 43 (8) 9 (2.5) 
46 (7) 55 (45) 54 (3.5) 11 (4) 
55 (8) 60 (3) 54 (3.5) 10 (2) 


*Sample size was 300 for each of the six different respondent samples involved; 
demographic characteristics of samples, interviewing schedules and interviewing staff 
qualifications and training were closely comparable for all tests. 

> The test ads were for three different brands of beer (same brand in tests 2, 3, 5 
and 6) ; all were one-page, four-color; headline, copy, and graphic treatments otherwise 


varied widely. 


¢ The same nine control ads were used in all tests.. 


product advertised and the rank order of 
the percentage figures for different ads 
within the same test. 

Note that the test ad recall scores in 
Table 1 varied from a low of 74 to a high 
of 82, a spread of 8 points, in terms of per 
cent recalling the different ads; in each test 
the test ad was the best or second best 
remembered ad. 

The range of recall scores for the con- 
trol ads equalled or exceeded the range of 
recall scores for the test ads in six out of 
nine cases when the per cent recalling the 
correct brand is considered, and in seven 
out of nine cases where the rank order of 
these per cents is considered. (The test ad 
in Test 5—recall score of 82 per cent— 
scored “significantly higher” than did the 
test ads in Tests 1, 2, 3, or 6 if one uses 
a simple t-test of the significance of differ- 
ences between per cent for sample sizes of 
300. On the same basis, “significant differ- 
ences” may be found between the recall 
scores for the majority of the control ads 
from one test to another. Such tests ob- 
viously overstate the significance of differ- 
ence between results such as these.) 

The author has examined many similar 
portfolio test series in which the test ads 


differed but the control ads were the same 
in two or more tests. Among the cases ex- 
amined were those in which: 


. the test ads within the series varied 
with regard to brand (for example, 
four different brands of beer) ; 


. the color, headline, graphic and copy 
treatments for the test ads within 
the series varied (for example, three 
different full-page, two-color throat 
lozenge ads compared with a black- 
and-white throat lozenge ad with a 
very different layout, graphic set-up, 
headline, and copy block) ; and 

. the use of color varied for test ads 
within the series which were other- 
wise identical (for example, four dif- 
ferent ads for ladies’ fashions which 
differed in their use of black, blue, 
and red). 

The results which were examined included 
those in which comparisons were made 
between : 

. five-ad, seven-ad, and ten-ad port- 
folio tests; 

. portfolio tests involving both “rough” 
ads within the series and finished ads 
within the series; 
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... tests in which any recall, correct 
brand recail, correct product recall, 
and correct brand and product recall 
scores were used within the series; 

. tests of both magazine ads and news- 
paper ads; 

. tests in which the test ads were for 
many different products (for exam- 
ple, series in which the test ads were 
for beer, soup, vegetable juice, throat 
lozenges, dog food, breakfast cereal, 
home appliances, and many other 
product classes); and 

. . tests carried out by many different 
research organizations, over a period 
of seven or eight years; 

. portfolio tests which employed re- 
spondent groups of 100, 200, and 300. 
(Recall of various ad elements varies 
less when larger sample sizes are 
used than with smaller sample sizes; 
but this is equally true for both 
control ads and test ads, and no 
greater variation between test ad 
results as compared with control ad 
variations is achieved with larger 
samples. ) 

In examining the results from many such 
series of portfolio tests, the writer has seen 
only one case where the test ad recall 
scores were the ones which varied most, 
that is, where they varied more than did 
the recall scores for any of the control ads. 
This single exception involves tests of two 
different cigarette ads for which nine dif- 
ferent control ads were kept constant in 
the two tests. In this single instance in 
which the test ads were those which pro- 
duced the most markedly different recall 
scores, one of the test ads was a four-color, 
two-page spread, while the other was a 
black-and-white, single-page advertisement. 

Obtaining a meaningful discrimination 
between ads which differ so markedly does 
not offer much encouragement. One might 
naturally assume that the two-page, four- 
color ad would have a marked advantage; 
in actual practice such markedly different 
ads are seldom compared via ad pre-tests. 


IMPLICATIONS 
Advertisers have been inclined to view 
several popularly used print ad research 


STAY? 


methods as being essentially similar. Many 
have tended to class Starch Noting Scores, 
Gallup & Robinson PNR (Proved Name 
Registration) scores, portfolio test play- 
backs (and dummy magazine recall scores) 
as “recall tests of an ad’s impact” or “meas- 
ures of the stopping power of an ad based 
on memory.” To those who make such gen- 
eralizations, it might seem that the criti- 
cism of portfolio test playbacks made here 
is a criticism of all recall tests of impact, 
and that the Starch and Gallup & Robinson 
scores should be “tarred with the same 
brush.” This is not the case, however. 

Lucas’s recent analysis of the PARM 

Study findings explains the fallacy of such 
assumptions.: Among the differences that 
Lucas and others have pointed out are 
these: 

e The Starch-like scores in the PARM 
Study were less subject to variations 
in interviewer performance and sam- 
pling differences than were the Gallup 
& Robinson type of scores. 

e The PARM Study’s Starch-like scores 
were less subject to the apparent shop- 
ping responsibilities and rated buying 
interests of respondents than were the 
Gallup & Robinson type of scores. 

e The Starch-like scores developed in the 
PARM Study do not behave as mem- 
ory data do, while Gallup & Robinson 
type of scores do exhibit the classical 
memory curve drop-off in scores with 
the passage of time after ad exposure. 

It is not at all surprising that the kinds 

of data which characterize the Starch and 
Gallup & Robinson approaches to ad testing 
vary so greatly. One method involves a 
response with the ad in view; the other does 
not. One method calls for a simple “Yes, I 
recognize it” or “No, I do not recognize it” 
response, while the other calls for a re- 
capitulation of ad content after viewing a 
list of advertisers whose ads might have 
been seen. 


1Darrell B. Lucas, “The ABC’s of ARF’s 
PARM,” JOURNAL OF MARKETING, Vol. 
25 (July, 1960), pp. 9-20. Also see Seymour 
Banks, “How and Why Ad Scores Vary,” 
Printers’ Ink, Vol. 260 (September, 1957), pp. 
19-22. 
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Such differences are of the utmost im- 
portance in terms of what one might expect 
to be the nature of the ultimate measures 
provided by these techniques. One would 
expect, for example, that the technique 
which relies most heavily on the respond- 
ent’s memory would be most subject to the 
contaminating effects of selective recall— 
as well as selective exposure and selective 
perception—and thus most subject to the 
“interest-or-awareness” (of advertised 
brand or product) influence. Thus, in the 
PARM Study data the measure which most 
strongly exhibited the memory curve char- 
acteristic—the Gallup & Robinson type, 
aided recall measure—was most subject to 
the respondent’s apparent shopping respon- 
sibilities or buying interests for the prod- 
ucts advertised. 

Portfolio tests typically call for the re- 
spondent to react without the ad in front 
of him as a cue (as opposed to the Starch 
method), or without a list of advertisers 
whose advertisements he might have seen 
(as opposed to the Gallup & Robinson 
method). Therefore, these tests would seem 
to be more dependent upon the respondent’s 
memory, albeit short-term memory, than is 
the case for either the Starch or Gallup & 
Robinson measures. Such a dependence upon 
memory would then be expected to make 
portfolio test results maximally dependent 
upon the coming and going distortions of 
people’s tendencies to note and recall those 
things which relate to subject matters of 
greatest interest to respondents. 

Another characteristic of the typical port- 
folio test may cause it to be relatively more 
subject to the “interest-or-awareness” in- 
fluence. The portfolio test respondent reacts 
primarily in terms of correct brand play- 
back, correct product playback, or correct 
brand and product playback. Although the 
portfolio test also commonly calls for spe- 
cific copy point playbacks, such playbacks 
are a function of both awareness and com- 
prehension of the copy points and cannot 
easily be compared for markedly different 
ads. 

The conclusion reached here is significant. 
The fact that portfolio test playbacks are 
excessively subject to respondents’ interest 
in, or awareness of, the advertised brand 
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and/or product has been recognized and 
publicized by the principal proponent of the 
playback method, Richard D. Crisp:? 


Our research developed unmistakable evi- 
dence that there are major variations in the 
level of product interest which influence 
total recall, meaningful copy recall, and all 
other characteristics of message penetra- 
tion. These variations are so great that they 
tended to nullify one of our original prem- 
ises—namely that advertisements must be 
checked against competitive advertising as 
well as against each other. ... In current 
studies, we compare advertisements for a 
product only with other advertisements for 
the same product. That eliminates product- 
interest as a variable. We separate brand 
and product registration from registration 
of the sales message. That eliminates the 
familiarity of the brand name as a variable 
to a large extent. 


Perhaps this is a case when the baby 
should have been thrown out with the bath! 
If playbacks are severely contaminated by 
the fluctuations in brand and product in- 
terest levels that respondents bring to the 
ad test, the contaminating influence can 


hardly be expected to go away simply be- 
cause no one checks on it. Failure to check 
on variations in test ad playbacks as they 
compare with variations in playbacks for 
the same control ads cannot be expected 
to eliminate product interest as a variable. 
Such a practice simply hides this variable 
from view. 

If those who compare advertisements for 
a product only with other advertisements 
for the same product will compare correct 
brand or product playbacks for an ad from 
one test with playbacks for the same ad 
from another test, they will find differences 
which are as great or nearly as great as 
typically observed in between-advertisement 
comparisons for similar ads. 

There is considerable evidence that port- 
folio-test recall scores are due to differences 
between advertised products and error var- 
iance. But there is no evidence that such 
results are sensitive to differences between 
advertisements per se. 


2 Richard D. Crisp, “A Case-Study in Copy 
Research,” JOURNAL OF MARKETING, Vol. 
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IN CONCLUSION 

The conclusion seems inescapable that the 
recall scores derived from the vast majority 
of portfolio tests are of no practical value 
in spite of their noteworthy “reliability.” 

The use of a folder or portfolio for pre- 
senting print ads to respondents for pre- 
testing no doubt offers some marked ad- 
vantages. Indeed, important progress is 
being made in the improvement of pre-tests 
using such folders of printed material— 
notably in the areas of measuring clarity 
with which a test ad conveys a basic selling 
idea, and the acceptability of the basic sell- 
ing idea to consumers as it is conveyed in 
the ad. 


By the same token, certain recall meas- 
ures (for example, verbatim responses to 
ad content or recognition or aided recall 
measures used in connection with techniques 
other than portfolio tests) clearly have a 
place in advertising research. 

However, the recall scores from portfolio 
tests—typically based on unaided recall of 
brand, product, or brand and product—are 
more subject to memory factors than are 
those recall measures based on aided recall 
or recognition. The observed shortcomings 
of portfolio-test recall scores are largely due 
to respondents’ interests in the brands and/ 
or products advertised, or their awareness 
of brands or products. 
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MARKETING MEMO 
1930 vs 1960... 
Here is the very heart of the difference between the long-range 


and the short-range objectives of advertising. On a short-range 
basis the advertiser, whether a manufacturer or a retailer, hopes 
to move some goods immediately. This is the blind spot of man- 
agement: to assume that here is the beginning and the end of 
all advertising. Without decrying the desirability of immediate 
sales, I submit that too often the short-term efforts utterly ob- 
scure the long-range permanent goals of building an attractive, 
solid, rich, meaningful product image. 

The advertiser whose sales momentum depends on an onslaught 
of hypodermics or a drumfire of rationalistic claims about tech- 
nical advantages which in fact are nonexistent and which do not 
involve any significant motive areas is writing in water. 

The long-range task of achieving permanent brand loyalty de- 
volves on advertising which is capable of creating a minimum 
base line of acceptance, which does have an individuality in the 
conscious or unconscious mind. This is why advertising, instead 
of magnifying trivia or mumbling the same unimportant claims, 
should strive to construct a powerful symbol capable of lifting 
the brand completely out of the long, long parade of faceless 
products, indistinguishable in quality, package, and price. 


—Pierre Martineau, Motivation in Ad- 
vertising (New York: McGraw-Hill 
Book Co., Inc., 1957), p. 147. 
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A Technique to Measure 
Purchase Influences 


A measurement 
s of sales. 


OR YEARS the marketing industry has 
sought to develop a measurement system 
that would permit evaluation of advertising 
in terms of sales. In recent years that ob- 
jective has been expanded to encompass 
the “sales effectiveness of marketing.” 
The demand for such a system has been 
particularly insistent from those associated 
with. the marketing of women-directed, 
small-ticket items . . . primarily food and 
drugs. The discussion in this article is 
limited to those product classifications. 
Construction of a suitable system was de- 
pendent upon the selection of an appropriate 
measurement unit. This step proved diffi- 
cult, as it is often easier to define what 
it is you wish to measure than to find a 
unit which will adequately scale the varia- 
ble. It is too easy to adopt a unit which is 


* ABOUT THE AUTHORS. L. E. Purvis is Chairman 
of the Board and President of Gallup and Robinson, 
Inc., an advertising and marketing research firm in 
Princeton, New Jersey. Mr. Purvis was an economist 
with the U. S. Treasury prior to World War Il. 
Following Army service, he joined Opinion Research 
Corporation. He transferred from an ORC Vice- 
Presidency in 1950 to his current corporate affiliation, 
and advanced to his present position in 1957. 

W. F. Greene is Gallup and Robinson's Director 
of Activation Research, the research system based 
on the techniques described in this article. His 
previous business experience has been in advertising 
at Pillsbury, Inc., and in advertising and marketing 
research at Carnation Company. 
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system is needed for evaluation of advertising in 
term This article describes the theoretica! concepts under- 
lying a new technique, and presents some pilot-test results. 

e system is based on direct interviews made with individuals who 
have recently changed brands or tried a given brand for the 
first time. Such individuals "reconstruct" the influences affecting iach 
purchases. Although the value of this method has been demonstrated 
for large-ticket, "“considered-purchase" items, it has not heretofore 
been applied to women-directed, small-ticket items. 


associated with the variable, but has little 
practical relevance to the application in- 
tended for the measure. 

For example, if we want to learn some- 
thing about « man, we can submit him to 
various scaliug devices. Thus, we might 
weigh him and measure his height. The 
resulting two figures supply information 
and are even partially correlated. And yet 
one scale may be more meaningful than 
the other in selecting a man for a given 
job. Thus, if we were hand-picking an 
Astronaut crew for a shot to the moon, 
and if “payload” is a limiting factor, the 
scale of weight might assume more impor- 
tance than height. However, a basketball 
coach might derive more value from player 
selections based on height. 

The analogy to a system designed to 
measure the sales effectiveness of market- 
ing strategy is obvious. There may be many 
units related to the variable under study. 
The challenge is to locate the most appro- 
priate unit. 

In selecting that unit, one must consider 
what it is that our marketing tactics are 
intended to accomplish. Discounting con- 
siderations of “profit,” the obvious answer 
is to maximize sales volume. But there are 
many ways to increase sales volume: 

1. By expanding total product group 

users. 

2. By winning over customers from the 

competition. 
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3. By maximizing loyalty among present 
customers. 

4. By increasing frequency of use, quan- 
tity per use, or both, among present 
customers. 

The common denominator that charac- 
terizes successful attainment of most of 
the above. objectives is increasing the num- 
ber of people using your brand. Only the 
final possibility discounts “individuals” per 
se, and depends on increasing total volume 
by increasing per unit volume. 

Most brands actively pursue both major 
objectives—increasing users and increasing 
volume per user—at the same time. Further, 
the strategic long-term emphasis spent on 
each objective remains fairly constant for 
a given brand despite individual marketing 
efforts (an ad, a promotion, a particular 
package size, etc.) which may be wholly 
oriented to one goal or the other. 

There are very few brands that depend 
primarily on increasing total volume by in- 
creasing per unit volume. That is, very few 
brands ignore new customers. To pursue 
such a policy demands a product group 
usage so widespread that expansion is im- 
practical and a brand share so large that 
competitive prospects are scarce. 

So, most brands are dependent upon in- 
creasing sales volume by increasing the 
number of users. This unit, the individual, 
is a highly relevant unit by which to assess 
the value of a given marketing effort. 


DEVELOPMENTAL SPRINGBOARD 

If you choose to investigate the efficacy 
of various marketing strategies by analy- 
sis of changes in purchase patterns, there 
are many ways to proceed. The classical 
approach is the “Exposed versus Non- 
Exposed” technique. 

For example, if advertising is the influ- 
ence being assessed .. . 


e Housewives can be asked what products 
they have recently purchased, and to 
what media they have recently at- 
tended. 


e These respondents can then be sorted 
into groups which have been exposed to 
the advertising for a given brand and 
those who have not been exposed. 


e The difference in buying rates between 
the two groups represents a “value” 
measure of the current advertising 
effort. 

One of the limiting factors of this ap- 
proach is that it takes a rather arbitrary, 
subjective decision to determine what con- 
stitutes effective “exposure.” Is it seeing 
any one issue or program from all the 
different media used by the advertiser? 
Then what reasonable frequency minimum 
should be placed on the individual’s reading 
or viewing experience before we accept him 
or her as “exposed?” 

Experiments were first conducted with 
Exposed versus Non-Exposed techniques 
several years ago, when the objective was 
limited to a search for an advertising- 
effectiveness measurement system. This 
early work showed the possibiilty of an- 
other approach, that of direct testimony. A 
very few of our respondents were volunteer- 
ing a linkage when asked about purchasing 
and media exposure: 

“Oh, yes, I bought some Brand X last 

week after I saw a television commercial 

for it on Show A last Monday.” 

“... bought Brand Y .. . my neighbor 

recommended it to me.” 

“... bought Brand Z .. . saw it on sale 

at my grocers .. .” 

It was hoped that deliberate questioning 
would substantially increase the level of 
volunteered testimony then experienced. 


CONCEPTUAL THEORY 

Particularly in the case of small-ticket, 

women-directed items, the question arises, 
“Is such a purchase activity normally of 
sufficient importance to be memorable?” 

The answer is “Yes” under certain cir- 

cumstances. And it is these circumstances 
and the questioning techniques that can be 
employed to produce reliable data to which 
we now turn. 

Two buying situations permit relatively 

easy recall of purchase influences: 

1. When a brand has been purchased for 
the first time. 

2. When the current brand purchase con- 
stitutes a change in brand from the 
previous purchase. 

Such people can be identified as “‘new/ 
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switch” buyers. They have some reason to 
be conscious of what influenced their re- 
cent purchase behavior by virtue of the 
existence of change. 

It has not been possible to get similar 
testimony from “repeat” purchasers. This 
is probably because an absence of change 
is associated with maintenance of the status 
quo, so that no “outside” influence could 
be responsible. Such a rationale does not 
imply that advertising and promotional ac- 
tivity have no effect on brand loyalty. It is 
simply to say that the current state of de- 
velopment in direct questioning procedure 
cannot “get at” the appropriate answers. 

Fortunately, from the researcher’s stand- 
point, there are a sizable quantity of new/ 
switch buyers within a given brand’s total 
buyers at any one time. The individual who 
first used the term “Leaky Bucket Fran- 
chise” hit on a most apt description of the 
results of the continuous brand warfare for 
new customers. 

Our pilot work suggests that, for the 
average brand, 25 per cent of all current 
buyers are in the new/switch category. 
This figure remains fairly constant among 
all product groups because our definition of 
a “switch” buyer is one who has changed 
brands in the last two successive purchases 
irrespective of time span. 


A Basic Assumption 
The effort to determine influences on 
purchasing by direct testimony is founded 
on one important working premise: 
While total sales of a given brand are 
the result of all the available influ- 


Distribution 
Habit 
Recommendation 
Package . Competitive activity 
. . & single individual purchase of a 
given brand will very rarely be affccted 
by more than a few influences. 

All too frequently there is a tendency to 
think in opposite terms—to rationalize that 
since total sales are normally affected by 
all influences, therefore, single purchases 
must be similarly affected. 

If our “common-sense” assumption is true, 
the research task is made far easier than 
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many might expect, due to the comparative 
simplicity of a single buying act. 


QUESTIONING PROCEDURE 
In formulating a direct testimony ques- 
tioning technique to get at influences on 
new/switch purchases, there are three fun- 
damental principles associated with the 
learning and memory processes that can be 
used to maximize recall: 

1. Reconstruct the learning situation. 

2. Minimize interference from interven- 
ing activities. 

3. Maintain “set.” That is, follow a logi- 
cal line-of-questioning that will main- 
tain the desire to recall by making 
clear the kind of information you 
want. 


1. Reconstruct the Learning Situation. 

Recall is enhanced if the circumstances 
under which the learning occurred are 
reprodticed. 

The best way to simulate that condition 
is to reconstruct the purchase situation. If 
a housewife can recall that the last brand 
bought in a given product group constituted 
a new/switch purchase, there will be little 
difficulty in getting a responsible “why” 
answer. 

It is helpful to start off the interview 
by asking questions that, in a sense, put 
the housewife back into the store last week 
and hence ease her job of remembering last 
week’s purchases. For example: “On what 
day did you do most of your grocery shop- 
ping last week?” “What store did you shop 
in that day?” “How much was your total 
bill that day?” 

Once the stage has been set, it is pos- 
sible to ask product-purchase questions 
which, when a new/switch situation is es- 
tablished, serve to reconstruct the “learn- 
in’ (buying influences) associated with 
that change. It is while establishing recent 
purchasing within a product group that the 
second principle of learning can be 
exploited. 


2. Minimize Interference from 
intervening Activities. 


The more intervening activities—particu- 
larly those of a similar nature—that are al- 
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lowed to exist between the item to be re- 
called and the time of recall, the poorer will 
be remembrance of the original act. 

To minimize “forgetting,” ask only about 
last week’s purchases, and of those products 
purchased last week, determine the brand 
name of the item purchased the time be- 
fore. The questions that have proved pro- 
ductive are: “When you shopped this past 
week—that is, during the last seven days— 
did you buy any margarine? What brand 
did you buy that time?” “The time before 
this last time when you bought margarine, 
did you buy (Nucoa) or some other brand? 
What brand did you buy that time?” “How 
many weeks ago was that?” 

Determining the previous brand bought 
may require the respondent to go back in 
time a considerable distance. However, the 
absence of similar intervening activities 
will not make this a difficult task. For the 
average brand, experience shows that less 
than 5 per cent “Don’t remembers” will be 
encountered. 


3. Maintain “Set.” 

Part of maintaining set—that is, follow- 
ing a logical line of questioning that will 
maintain the desire to recall—is the avoid- 
ance of irrelevant questions. 

Questions used to get at the “why” rea- 
sons of buying behavior cannot be asked 
of the repeat buyer because these loyal cus- 
tomers are, for one reason or another, 
satisfied with their previous brand usage. 
They cannot tell you “why” they repeated. 
Indeed, the confusion created by attempting 
to give a reasonable answer will reduce 
their cooperation in consideration of new/ 
switch purchases. 

The specific questions, then, asked only 
of new/switch buyers to determine why a 
change was made are: Switch purchases 
only: “Why didn’t you buy Blue Bonnet 
again last week when you bought marga- 
rine?” Switch and new purchases: “Where 
did you get the idea to buy Nucoa last 
week ?” 

You need to ask both questions of 
switchers, since some respondents will an- 
swer in the context asked, but some answers 
will be couched in “reverse-twist” terms. 
For example, at one time we only asked, 


“Where did you get the idea to buy Nucoa 
last week?” A certain proportion (average 
among all brands, 10 per cent) would an- ; 
swer: “Because I couldn’t find Blue Bonnet 
on the shelf,” or, “The store I shopped in 
last week doesn’t carry Blue Bonnet.” 

Both answers are important information 
relevant to the current level of out-of-stock 
and out-of-distribution; but the responses 
do not indicate why Nucoa was chosen as a 
substitute. 

A fair amount of the responses are still 
likely to be product-oriented rather than 
“communication-source” oriented. But this 
defect can be overcome by using the fol- 
lowing probe, if the influence questioning 
elicits answers relative to price, sale, recipe, 
product quality, etc.: “Where did you learn 
about that?” 

If some form of advertising is mentioned 
as a result of this deliberate, semi-directed 
approach, only two questions remain to fill 
in the information required for appropriate 
analysis of influences on purchasing: 
“When was it that this adver! isement gave 
you the idea for buying Nucoa?” “Where 
did you see this advertisement?” 

It is important not to use “why” ques- 
tions when inquiring into influences on pur- 
chasing. The single exception is the ques- 
tion, “Why didn’t you buy... again .. .?” 
Perhaps the negative context prevents 
confusion. 

But it is waste motion to ask, “Why did 
you buy Nucoa last week?” People just 
simply cannot tell you why. 


SPECIFIC USE EXAMPLES 
If the preceding line of questioning is 
used on a sufficient number of cases, you 
will obtain a relative cross-section of the 
influences at work at that time. Then 
systematic analysis of many case histories 
taken over long periods of time will produce 
meaningful indications of the changes in 
the ability of the various influences to pro- 
duce sales, 
With such “intelligence,” for example— 
e The selling power of a given advertis- 
ing campaign can be continuously ob- 
served, so that a “worn-out” campaign 
can be replaced. The new campaign 
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TABLE 1 
INFLUENCE OF PRICE, BY BRAND TYPE® 


Share of total 
new /switch 
purchases 
attributed 


to price 
Advertised brands 14% 
Price brands 44% 


® Base: 1,446 purchases spread through three 
product groups: evaporated milk, instant milk, 
and instant coffee. 


can be audited to determine if it is an 
efficient replacement. 

e The selling power of individual TV 
shows can be compared one against 
another, so that the weaker properties 
can be culled out of an advertiser’s 
line-up. 

e Competitive marketing tactics can be 
continuously observed, so that only 
those tactics actually doing some “dam- 
age” need be countered. 


VALIDATION 

What about validation? There are no 
readily available “norms” against which to 
check the validity of the information de- 
veloped. It would do little good, for ex- 
ample, to run a correlation analysis be- 
tween sales volume and attribution to 
advertising, because the whole argument 
for establishment of such a system is to 
avoid just this type of “total sales” pitfall. 
Undoubtedly there are instances where 
advertising value for a given brand has 
been improved and where total sales have 
declined, because a competitive marketing 
tactic such as a consumer price deal has 
completely okliterated the advertising gain. 


Will People Testify to the Influence of Price? 
In our developmental work, 30 per cent of 
the average new/switch brand purchases 
were found to have been influenced by price. 
This is a relative figure; but it is a “sub- 
stantial” figure. In addition, the influence 
of price on new/switch purchases “behaves” 
as expected when advertised brands are 
compared with price brands. See Table 1. 


How Much Advertising Testimony Is False? 
There have been surveys made which 
imply that people cannot accurately testify 


JULY, 1961 


to the source of advertising influences. The 
general approach is to ask the general 
public if they are aware of brand “X,” and, 
if so, where did they last see it advertised?” 
Such questioning invariably “turns up” 
some people naming an advertising medium 
which has never even been used in support 
of the brand. 

Findings of this type discredit a partic- 
ular research design, not the “value” of 
direct testimony per se. The principal fault 
lies in not limiting questioning to logical 
prospects. 

For example, if we intend to ask about 
brand and advertising awareness for hair 
spray, our questioning should be limited to 
women. Actually, the women universe 
should be pared down still further to users. 

In comparison, consider how the direct 
testimony technique automatically “gets to” 
those people who should logically be able 
to testify to the influence of advertising. 
You are not only talking to prospects, you 
are talking to users . . . not only users, but 
last-week buyers . . . not only last-week 
buyers, but individuals who changed brands 
last week and/or tried that brand for the 
very first time last week. These people have 
reason to be aware of influences on their 
purchasing, whether advertising-oriented or 
not. 

As a result, “error” in attribution to ad- 
vertising testimony is minimal. In our 
pilot work, less than 4 per cent of advertis- 
ing testimony has been attributed to a 
medium in which the product has not been 
active at the time credited by the re- 
spondent. 


Can Advertising Decisions Be Made From 
Testimony Of Only a Few Individuals? 
Forgetting sample size requirements for 
the moment, it is important to realize that 
persons attributing their new/switch pur- 
chase actions to advertising are not a 
scarce commodity. They are “rare” on an 
individual brand basis, just as are buyers 
of a given brand. But this simpiy argues 


for large samples. 


In our development work, approximately 
one out of four new/switch brand buyers 
attribute their action to some form of ad- 
vertising. Thus, if you interview a house- 
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wife about thirty different product groups 
(the maximum practical “load”), you can 
expect to find that: 

e She will have made a purchase within 
ten of the product groups last week. 

e Two or three of those purchases will 
be in the new/switch category (25 per 
cent norm). 

e In every second household, there prob- 
ably will be one new/switch purchase 
resulting from an advertising influence 
(25-30 per cent norm). 


Will a Recall System Favor 
One Medium Over Another? 

When a large number of brands in dif- 
ferent product groups are added together to 
“wash out” individual brand effects, signifi- 
cant differences are not found between 
share of monies expended in a given media 
and share of total advertising credits at- 
tributed to the same media. 

For example, if we compare TV and mag- 
azine expenditures versus advertising at- 
tribution for all brands within thirteen 
product categories, we find that neither 
medium enjoys an advantage. See Table 2. 
Magazines and television were compared 
simply because cost data are readily avail- 
able on a monthly basis for these media, so 
that budget expenditures can be computed 


the following prices: 


$1.00 


Special prices for large quantities. 


TABLE 2 
ADVERTISING EXPENDITURES VS. ADVERTISING 
ATTRIBUTIONS FoR Two Mason MEDIA 


TV Magazines Total 


Reprints of every article in this issue are available (as long as supply lasts) at 


Quantity Discount 


Send your order to: 


Advertising budget $52.7 $11.0 $63.7 
83% 17% 


(millions of $) 100% 
New/switch 941 208 1,149 

advertising 82% 18% 100% 

attributions 

(housewives) 


for time periods coinciding with the direct 
testimony questioning. 


FUTURE OUTLOOK 

Only one major question remains. If the 
direct-testimony system is so useful, why 
is it not being used more? 

The answer is that the number of inter- 
views necessary to produce meaningful bi- 
monthly data on an individual brand basis 
is extremely high. Our best estimate is 
that 2,500 interviews per week would be 
required, a program that builds up quite 
rapidly to 130,000 interviews per year. 

Therefore, individual companies are prac- 
tically precluded from conducting such re- 
search for themselves. The technique must 
be collectively sponsored by several] adver- 
tisers. 


Four to 99, ench. $ .50 
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Price Cutting and Monopoly 
Power 


tween pred 


T HAS generally been held that ease of 

entry is a limit to the effectiveness of 
predatory price cutting. Even if a preda- 
tory firm succeeds in removing all existing 
competition from the market, a subsequent 
increase in price by the firm would create 
an attraction for the entry of new com- 
petition. Thus, in the absence of barriers 
to entry, victory in a price war is a hollow 
one, since the survivor must still keep the 
price near the competitive level, or risk the 
entry of potential competitors. 

But an additional element of the rela- 
tionship between predatory pricing and ease 
of entry has often been overlooked—that a 
predatory pricing policy itself can serve to 
provide the barriers to entry needed to 
protect the gains resulting from a success- 
ful use of the policy. 

This article attempts to show how preda- 
tory pricing can be successful, even when 
entry of new firms would be relatively easy. 
It also seeks to show that “defensive” price 


* ABOUT THE AUTHOR. Robert C. Brooks, Jr., is 
Assistant Professor of Business Administration at 
Vanderbilt University. Prior to this, he was in the 
Market Research Department of Reynolds Metals 
Company, and taught at the University of Georgia. 
He was a Ford Foundation Doctoral Dissertation 
Fellow at the Graduate School of Business, Univer- 
sity of Chicago. The topic of his dissertation was 
“The Meaning and Determination of ‘Injury to Com- 
petition’ Under the Robinson-Patman Act.” His articles 
have appeared in the JOURNAL OF MARKETING, 
the “California Management Review," the “Antitrust 
Bulletin,” and the “Journal of Political Economy.” 
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Sometimes price cutting serves to repress or destroy competition. 

This article suggests means of identi 
cutting. It also provides a further exploration of the relationships be- 
pricing and ease of entry. 

The author discusses price meeting as an aspect of the controversial 
“good-faith defense" to a charge under the Robinson-Patman Act. 


ing harmful forms of price 


meeting, as well as “aggressive” price cut- 
ting, can have repressive effects on com- 
petition. 


NON-PREDATORY PRICE CUTTING 

Sporadic and unsystematic price cutting 
is very unlikely to have predatory effects. 
While a choice customer may be taken away 
from a trader by a price cut, the trader can 
acquire other customers, or even regain the 
same customer at a later date, by offering 
similar price reductions himself. Selective 
price cutting of this type is an evidence 
of the price adjustment mechanism in a 
typically imperfect market, reflecting the 
pattern by which price changes filter 
through the market, or even the experi- 
mental testing of alternatives to the exist- 
ing price level. 

In “orderly” markets of but few sellers, 
selective price cutting may even be the most 
effective means by which the forces of com- 
petition may be expressed.! By ultimately 
creating pressure on the unfavored buyers, 
the secret price concession and the selec- 
tive meeting of competitive price conces- 
sions might be the most likely means of 
forcing a general reduction in the price 
level of such a market. In this case, the 
bargaining skill and power of some of the 


1See John S. McGee, “Price Discrimination 
and Competitive Effects: The Standard Oil of 
Indiana Case,” University of Chicago Law Re- 

iew, Vol. 28 (Spring, 1956), pp. 398-473, at 
pp. 400-403. 
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buyers, while temporarily a disadvantage 
to the others, could ultimately serve to bene- 
fit other buyers in the market.? 

Price cutting may also be promotional, 
with the purpose of introducing new or im- 
proved products, becoming established in 
a new market, or enlarging the market for 
products with large overhead costs. In these 
cases, competition is improved by the in- 
crease in number and variety of alterna- 
tives. Enlargement of the market for prod- 
ucts with large overhead costs would make 
for fuller use of resources, but it is well 
to note that the output may be smaller as 
well as larger with price discrimination 
than without. As has been well said: 


If at the simple monopoly price the elas- 
ticities of demand are different in the two 
separate markets, the marginal revenue ob- 
tained by selling a unit of output in the 
market in which the elasticity of demand 
is lower will be less than the marginal 
revenue obtained by selling a unit of output 
in the more elastic market; and it will pay, 
when discrimination becomes possible, to cut 
down output and raise price in the less 
elastic market and to increase output and 
lower price in the more elastic market until 
the marginal revenue in each is the same. 
Output in one market is increased and in 
the other reduced, and it remains to discover 
whether the total output will increase or 
diminish when discrimination is introduced, 
or whether it will remain unchanged." 


PREDATORY AND REPRESSIVE PRICE CUTTING 

In contrast to promotional price cutting, 
predatory price cutting is specifically de- 
signed to kill off or repress rivals of the 
seller, or at least bring them to terms, This 
is the case of “competition to establish 
monopoly,” where, if successful, there is 
an eventual reduction of the market alterna- 
tives at the primary level.‘ 

Thus, predatory pricing at less than full 
cost is succeeded by a return to full cost 


2 Same reference as footnote 1, p. 404. 


8 Joan Robinson, The Economics of Imperfect 
Competition (London: Macmillan & Co., 1933), 
p. 190. 


4 Morris A. Copeland, “A Social Appraisal of 
Differential Pricing,” JOURNAL OF MAR- 
KETING, Vol. 6 (April, 1942), pp. 177-184, 
at p. 179. 


pricing, and in a market that may be 
characterized by less intense competition 
because some of the alternatives to buyers 
were eliminated by the practice. While 
price cutting would be desirable if its pur- 
pose were to enlarge demand, it is a pos- 
sible means of injury to competition if its 
purpose is to restrict supply. Predatory or 
repressive price cutting may involve geo- 
graphical discrimination when used by a 
widespread firm against localized competi- 
tion, may involve discrimination among 
different kinds of products when used by a 
product-diversified firm against product- 
specialized competitors, or may involve 
“pricing by use” when used by a market- 
diversified firm against market-specialized 
competitors. 

John S. McGee has argued that, while it 
is “conceivable” that a firm already possess- 
ing some degree of monopoly power might 
seek to increase its power by predatory 
price cutting, it would not pay the firm 
to do so. He states that since such pricing 
involves loss of some of the predator’s own 
possible profits, merger or agreement is 
preferable at any price up to the discounted 
monopoly profits plus the loss of profit 
which would result from a predatory pro- 
gram.® Based on his study of the practices 
of the Standard Oil Trust as revealed in the 
1911 Sherman Act case which led to its 
dissolution, he concluded that Standard Oil 
did not in fact use predatory discrimination, 
but instead increased its market power 
through merger. McGee also doubts that 
predatory price cutting would be used as a 
device for driving down the price at which 
competitors could be bought out, since this 
would be profitable “only when the process 
produces purchase prices that are so far 
below competitive asset figures that they 
more than offset the large losses necessary 
to produce them.’ 

McGee’s position, that in view of the 
possibility of merger it would not pay a firm 


5 John S. McGee, “Predatory Price Cutting: 
The Standard Oil (N.J.) Case,” Journal of 
Law and Economics, Vol. 1 (October, 1958), 
pp. 137-169. 


Same reference as footnote 5, p. 141. 
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to engage in predatory price cutting, should 
be questioned. 

First, if such pricing is used in connec- 
tion with a program of acquisition of com- 
petitors, the taking of the losses involved 
in predatory price cutting will not be neces- 
sary in every case in which the policy is 
effective. The price at which smaller com- 
petitors could be bought out would be driven 
down by the very threat of ruin if it ap- 
peared likely that the threat would be car- 
ried out. If it were carried out, it would 
result in losses to both predator and victim; 
and a competitor threatened with such 
losses might well sell out at a substantially 
lower price than it would otherwise accept. 

For the threat to be effective, however, 
it would be necessary for it to be carried 
out in at least some cases, resulting in the 
actual use of predatory price cutting for 
the purpose of showing the willingness of 
the predator to use it. How often it would 
actually be carried out would depend on 
the frequency of cases in which the pros- 
pective victim decided to risk the threat. 
Although few victims may be in evidence, 
a firm which chooses to risk the threat may 
still have a high probability of becoming a 
victim. If the probability is high, the num- 
ber of victims may still be small because 
so few firms decide to risk the threat. 

A second reason for the firm choosing a 
predatory policy is that such a policy would 
discourage entry of new firms because of 
the fear of losses which would be imposed 
on those who dared to enter. The more 
certain the use of the predatory policy ap- 
peared to prospective entrants, the fewer 
the cases in which it would have to be 
carried out, and the lower the cost to the 
predator. 

On the other hand, a policy of merger “at 
any price up to the discounted monopoly 
profits plus the loss of profit which would 
result from a predatory program” would 
actually encourage the entry of new firms 
by raising expectations of newcomers being 
bought out at attractive prices. Thus, a 
firm in a position to pursue a predatory 
policy would achieve gains from such a 
policy that would not accrue under a policy 
of merger which did not involve the use 
of predatory price cutting. Even though 
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the firm usually maintains a high-price 
policy, potential competitors may well know 
that, if entry occurs, the firm is ready to 
cut its price to an unprofitable level. Entry 
may be easy, but a newcomer’s prospect 
would be not a share of monopoly profits, 
but a price war with a firm whose history 
shows it would engage and likely win. 


Defensive Price Meeting 

Competitive behavior may also be stifled 
by the “defensive” price matching of a 
dominant firm. If such a firm has a policy 
of systematically holding customers by se- 
lective meeting of all competitive price bids, 
this policy would greatly diminish the in- 
centive of competitors to offer such bids. 
Customers would hardly change to the new 
supplier in the absence of the price dif- 
ference, and traders attempting to gain 
business from the dominant trader would 
find that such offering of lower prices would 
fail to achieve their purpose. 

Even if the smaller firm were able to 
serve the customer at a lower price than 
the cost of the dominant firm, the latter 
could meet the lower price indefinitely if it 
were making offsetting profits in other 
parts of its market. 

While it is true that such a policy, when 
applied, would reduce the profit of the 
dominant firm, the suffering of reduction 
in profit would not be necessary in every 
case to make the policy effective. The re- 
duction in profit would have to be incurred 
only in those cases where needed, and only 
so long as necessary, to demonstrate a will- 
ingness to apply the policy. 


IDENTIFYING PREDATORY PRICE CUTTING 

Predatory price cutting may easily be 
confused with promotional price cutting; 
and the problem of distinguishing between 
the two types is of great importance. To 
make this distinction in the case of selective 
price cutting, Machlup has suggested first 
asking the question, “Does the price cutter 
expect his additional business to come from 
one or two particular competitors who 
would not be able to stand the loss of 
clientele, or is it to come from a larger 
number of competitors each of whom would 
not suffer badly enough to be forced out of 
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business?”? In the latter case, there would 
be no justification for the price reduction 
from a predatory standpoint, and this would 
suffice to classify the price cutting as 
promotional. 

To answer Machlup’s question, we could 
look at the breakdown of customers among 
the favored and unfavored groups. Then 
we could look for the basis of the classifica- 
tion. If the classification is on the basis of 
differences in the demand elasticities of the 
customers, the discrimination is probably 
promotional. If, instead, the classification 
is on the basis of the specific suppliers that 
are available or likely to become available 
to the customers, then the discrimination is 
probably predatory. Thus, discrimination 
among territories may be predatory when 
used by a widespread firm against localized 
competitors, and discrimination among 
products may be predatory when used by a 
multi-product firm against specialized com- 
petitors. 

The fact that specific suppliers are likely 
to be eliminated is insufficient, by itself, 
to classify price cutting as predatory in 
intent. In some cases the classification of 
favored customers may be on a basis which 
could indicate either predatory or promo- 
tional discrimination. The promotion of a 
new or improved product may, merely as a 
side effect, mean the elimination of firms 
which produce the superseded product. 

Predatory price cutting is indicated in 
such cases only when the firms being elim- 
inated are selling products which—in the 
eyes of the market—are not inferior to the 
product of the price cutter. In practice, 
it is difficult to be absolutely sure whether 
alternatives eliminated were inferior or not, 
except in those cases where they were 
identical. An inference could be made in 
other cases, however, but its strength would 
depend on the circumstances of the indi- 
vidual case. If the basis for an inference 
of predatory pricing were not very strong, 
it would be good public policy not to inter- 


7 Fritz Machlup, “Characteristics and Types 
of Price Discrimination,” Business Concentra- 
tion and Price Policy, A Conference of the 
Universities-National Bureau Committee for 
Economic Research (Princeton: Princeton Uni- 
versity Press, 1955), pp. 397-435, at p. 426. 
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fere in such cases, since there would be a 
substantial anti-competitive effect if any 
firm had reason to hesitate in the under- 
taking of a promotional pricing program 
because it feared such interference. 

In connection with local price cutting, 
Stanley Rose has said: “Recoupment would 
be a sure-fire indication of intent ... to 
create either a monopoly or an unreasonable 
restraint of trade.”* Discriminatory price 
cutting involves recoupment in the sense of 
the term as used by Rose, for it is his 
position that the profits in the higher-price 
area help to subsidize the price cuts. It is 
incorrect, however, to use local price cutting 
per se as a test of predatory intent. It 
may simply reflect differences in demand 
elasticities among the local markets served 
by a firm.® 

It should also be pointed out that the 
cutting of prices in one market does not 
necessitate “recoupment” in the sense of 
raising prices in other markets. Morris 
Adelman has written, “It would be a 
strange businessman who was able to raise 
prices to buyer X, but waited until he 
lowered them to Y.”?° Adelman also points 
out that a price reduction may come out 
of a reduction in costs, use of excess capac- 
ity, or out of profits. 

While the cutting of prices in one market 
does not cause or imply the raising of prices 
in other markets, nevertheless the enjoy- 
ment of higher prices in other markets will 
facilitate the employment of predatory pric- 
ing in markets where more competition is 
faced. True, the price cutting would not 
be justified on the basis of the profits in 
the other markets, but simply on the basis 
of the greater future profits expected from 


8 Stanley Rose, “The Right of a Businessman 
te Lower the Price of His Goods,” Vanderbilt 
Law Review, Vol. 4 (February, 1951), pp. 221- 
259, at p. 231. 


® Same reference as footnote 5, pp. 142-143. 


10 Morris A. Adelman, “Effective Competition 
and the Antitrust Laws,” Harvard Law Re- 
view, Vol. 61 (September, 1948), pp. 1289-1350, 
at p. 1831. Also see Aaron Director and 
Edward H. Levi, “Law and the Future: Trade 
Regulation,” Northwestern Law Review, Vol. 
51 (May-June, 1956), pp. 281-296, at p. 290. 
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the elimination of competitors in the mar- 
ket where the predatory policy is applied. 

Nevertheless, a program such as this 
cannot be successful unless the predator is 


_able to stand his losses longer than the 


victim can stand his. The ability to stand 
losses depends on the resources of the firm 
and on the profits being made by the firm 
in other markets. Discrimination among 
the markets thus can facilitate predatory 
pricing; but, on the other hand, a firm 
with adequate resources does not need to 
discriminate in order to engage in such 
pricing. The success of a predatory pro- 
gram, of course, also depends on the exist- 
ence of barriers to entry, but the knowl- 
edge that a powerful existing firm was 
ready to engage a new competitor in preda- 
tory price war, and that such a war would 
inflict losses on the victim, would itself 
serve as a barrier to entry. 

The distinction of predatory pricing from 
the simple response of a firm to differences 
in demand elasticities would have to be 
based on an evaluation of whether any dif- 
ference in demand elasticities in itself had 
been sufficient to justify the difference in 
price. If a firm which had initiated a local 
price cut was found to be making an in- 
creased short-run profit as a result, this 
would indicate a wise response of the firm 
to the demand curve with which it was con- 
fronted in the market. 

If it made a decreased short-run profit 
as a result, however, and yet persisted in 
the price cut, the explanation for its be- 
havior would have to be inferred as an at- 
tempt to change the demand curve which 
it faced. Even if the latter inference were 
made, however, it would be necessary to 
distinguish promotional intent from preda- 
tory intent by making a further inference 
as to whether the change in the firm’s de- 
mand curve was expected as a result of a 
change in the market demand.curve or of a 
reduction in the extent of competition. 


THE QUESTION OF “MEETING OF COMPETITION” 

Under the Robinson-Patman Act, price 
discrimination can be justified by showing 
that the lower price “was made in good 
faith to meet an equally low price of a com- 
petitor.” The defense was not accepted in 


JOURNAL OF MARKETING 


JULY, 1961 


the Anheuser-Busch case, where Budweiser 
beer had previously been sold at a premium 
over “popular-priced” beer, and the price 
was cut to the “popular” price in the St. 
Louis area. With the former differential in 
price removed, Budweiser sales increased 
at the expense of the local competitors. 
In the initial decision in the case, the hear- 
ing examiner wrote: “I believe there is a 
fair implication in Staley and Standard Oil, 
that Section 2 (b) was intended not to 
absolve price discrimination for aggressive 
purposes but is limited to and available only 
to retain business.”™ 

Actually it is doubtful that there is a 
real possibility of “meeting competition” 
aggressively, since merely “meeting” would 
hardly accomplish the purpose, and “beat- 
ing” would be required to aggress. Instead 
of aggressive meeting of competition, it is 
likely in such cases that there is really 
collusion, as in the basing-point cases, or 
else that there was actually a “beating” 
of competition, as in Anheuser-Busch. If 
the price cutter is much larger, much more 
widespread, or much more diversified, the 
“beating” of competition may be predatory 
or repressive in effect. If, on the other 
hand, the disparities between the firms 
are not great, this “beating” of competi- 
tion is to be welcomed as evidence of a 
healthy state of rivalry. 

In the Anheuser-Busch case, if there 
had been less disparity of power, the rival 
brewers might have retaliated by meeting 
or beating the price cut; but they appar- 
ently thought such retaliation inadvisable. 
The rival brewers were also discouraged 
from initiating price cuts because An- 
heuser-Busch had shown that it was able 
and willing to meet or beat such price cuts, 
and to maintain the cut prices for a longer 
period of time. Since, in this situation, 
rivals of Anheuser-Busch would neither 
initiate price cuts nor meet the price cuts 
of their more powerful competitor, there 
was no effective downward pressure on the 
price level, and eventually Anheuser-Busch’s 
prices were raised. 

Turning to the “defensive” meeting of 
competition, while it currently provides a 


11 F.T.C. Dkt. 6331, pp. 18-19 (1956). 
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PRICE CUTTING AND MONOPOLY POWER 


final legal defense to the charge of a price 
difference, it may—at the same time— 
provide evidence that the effect of the 
difference is to injure competition in the 
broad sense. There is nothing objection- 
able per se in the practice of a firm meeting 
competitive price bids to individual cus- 
tomers, or in meeting local competitive situ- 
ations so as to maintain a share of the 
business in lower-price markets without 
sacrificing part of the larger profits avail- 
able in the higher-price markets. 

If practiced by a firm whose size, geo- 
graphical dispersion, and product diversity 
are not greatly larger than its competitors, 
there will be no substantial injury to com- 
petition in the broad sense. However, if 
such defensive meeting of competition is 
practiced systematically by a dominant, 
more widespread, or more diversified com- 
petitor, then, as indicated earlier, the effect 
will be to injure competition in the broad 
economic sense by repression of competi- 
tors who attempt to gain business by price 
cutting. 


WHAT IS THE PROPER LINE OF ATTACK? 

Since the existence of predatory price 
cutting is a “symptom” of monopoly power, 
why not treat the basic cause rather than 
merely the symptom, and eliminate the 
power through the Sherman Act? 

Two cases justify “symptomatic treat- 
ment.” First, the monopoly power may 
be accompanied by offsetting advantages 
to the economy (such as efficiency), and 
it may be unwise to eliminate the power 
itself. Second, the radical approach may 
be ineffective, possibly because the monop- 
oly is based upon a legal patent or because 
the courts will not break up the monopoly 
firm. In such cases, if the symptom (pred- 
atory price cutting) is bad in itself, then 
the symptom should be treated directly. 


Even in cases where symptomatic treat- 
ment is indicated, and competitive forces 
are being weakened as a result of predatory 
price cutting, a further question arises as 
to whether price discrimination which in- 
cidentally results should be used to establish- 
jurisdiction for legal proceedings under the 
Robinson-Patman Act.!2 

It may be argued that the basic cause 
of the injury is price cutting rather than 
discrimination, with the discrimination 
pictured as merely a side-result. In answer 
to this question, it should be noted that, 
in addition to being a “result,” the price 
discrimination might also be a “cause,” in 
that it might contribute to or make more 
effective the price cutting, or might even 
be necessary to the price cutting. 

If this is true, then to attack the price 
discrimination is to attack a “cause” of 
the price cutting, and thus is an appropri- 
ate manner of attacking it under the Robin- 
son-Patman Act. From an economic stand- 
point, it should be attacked only in cases 
where it is causing injury to competition 
in the broad “economic” sense. Selective 
or geographical price cutting may or may 
not have harmful effects on competition in 
the broad sense. The desirability of attack- 
ing these forms of price discrimination de- 
pends, not only on whether the discrimina- 
tion is necessary to or makes more effective 
the price cutting, but also on whether the 
price cutting is predatory or repressive. 
But since predatory or repressive price 
cutting can take place without price dis- 
crimination, this shows the need for other 
means of attacking these undesirable types 
of price cutting in cases where they are 
not accompanied by price discrimination. 


12 A similar point has been made in regard 
to basing-point conspiracy. See Report of the 
Attorney General’s National Committee (1955), 
pp. 218-219. 
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Five Fallacies About Women 


N THE SIXTIES the marketing man 

who hinted he did not understand women 
would be dropping one of the most impor- 
tant intellectual status symbols of his 
profession. 

Since the days of Freud, understanding 
women has changed from an art to a sci- 
ence, from a pastime for poets to an eco- 
nomic necessity for businessmen. 

Decision makers in food, furnishings, 
appliances, and soft-goods purchases, and 
chief counselors in automotive, home build- 
ing, and leisure-time choices . . . women 
today enjoy an unprecedented dollar au- 
thority. In keeping with the need for a 
close-up of such a queenly buyer, marketers 
have penetrated kitchen, living room, 
church group, and car. 

With such aggressive understanding in 
progress, the frequent lack of connection 
between what is known about women, and 
what is said to ‘them in the mass media, is 
noteworthy. Attention-getting “clichés” 
that predate m&Jern marketing know-how 
seem more trijted and more attractive. 
Certainly they Ave easier for marketers to 
live with, like .Qj old friends. 

Here are five #allacies about ways to com- 
municate with y.men, all tireless marchers 
across newspaps; and magazine pages and 


*ABOUT THE AUTHOR. Betty Jane Stearns is Vice 
President in charge of the Women's Department of 
The Public Relations Board, Inc. Specializing in fashion 
and home furnishings promotion, she counsels a num- 
ber of manufacturers in these fields. Her experience 
prior to joining the PRB in Chicago in 1951 includes 
both retail advertising and editorial work. 

The author has her Master's degree from the Uni- 
versity of Chicago, and a Certificate of Advanced 
Studies from the University of London, England. 
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Do sex and fashion really help sell products to women? Will women 
always buy something new? 

The author invites marketers to take a fresh look at some favorite 
“pigeon-holes” where traditional ideas about how to sell to women 
Rae to be gathering more dust. 


the television screen, all belying the touted 
intimacy of salesmanship and psychology. 


FALLACY NUMBER ONE 


Sex and fashion are sure-fire approaches 
to women, and are particularly effective in 
arousing attention and empathy for prod- 
ucts that are not necessarily considered 
feminine. 

Few. associations or manufacturing 
groups can resist the impulse to pick a 
queen to reign over their conventions. 
Usually it is a buxom lass, photographed 
wearing a bathing suit and the smiling 
approbation of business executives in 
attendance. 

Queens, of course, fall under the news- 
paper “easy-print” law of “beauties, babies, 
and beasts.” But we must assume that the 
reason behind the desire for publicity in 
print is to arouse interest in a product, 
as well as to call attention to the convention 
itself. Queens are élected by groups rep- 
resenting such diverse interests as dairy 
products, potato chips, automobiles, furni- 
ture, natural fibers, fruits, and even pickles. 

To many women, the sight of a conven- 
tion queen in a newspaper is an offensive 
one. She suggests convention antics, and a 
complete lack of understanding about what 
might really interest women in buying the 
product or service being promoted. It is 
time for the publicist who would be a “sun- 
maker” in the sales climate to realize that 
attention does not always equate with sales, 
and may form a negative equation in tried- 
and-true situations. 

The use of fashion is equally unstable as 
a guarantee of a breathless female audience, 
or involvement in the subject matter of 
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FIVE FALLACIES ABOUT WOMEN 


advertising. Clothes are important to wo- 
men—but not all of the time, and certainly 
not in incongruous circumstances. 

Fashion shows, as they have been given 
to date on television, have been notably 
unsuccessful in inspiring more interest in 
fashion, effectively communicating fashion 
news, and in benefiting the sponsor. Perhaps 
a more creative approach would do all these 
things, but so far this has not been the case. 

Fashion has become a cliché for building 
an image, or “upgrading” the product. In 
spite of the fact that fashion magazines 
regularly use new cars as photographic 
backgrounds, the combination has always 
seemed a little unreal. This abstraction is 
far more acceptable in Vogue than on televi- 
sion, where the automotive manufacturers 
have often tried the fashion-by-association 
approach. 

Women do not generally drive automo- 
biles in evening dress—and furthermore, 
after the senior prom, most women never 
put on an evening dress. Mother in evening 
dress and father in his sport shirt would 
look pretty silly at the barbecue down the 
block. We have yet to see fashion shows on 
television that show clothes women can, 
and do, drive their cars in, or shop in, or 
clean house in. 

The “woman of fire” and the “woman of 
fashion” can, and do, symbolize some prod- 
ucts very effectively. Both are currently 
suffering from exhaustion at the same old 
stand, and from failure to explore new, 
perhaps less obvious, ways in which both 
could be used. 


All women have a language that is known 
as “girl talk” —which implies expertness in 
such subjects as cooking, cosmetics, the 
latest jewelry, how to run a washing ma- 
chine, and how to tell dacron from nylon. 

Quick or slow, experienced or naive, most 
women share a common thirst for down-to- 
earth facts. We must not assume that being 
a woman means being an expert at inter- 
preting recipes—any more than being a 
man means that he can fix a broken light 
cord. Advertising, articles, instruction book- 
lets, and recipes should be clear and logical 
pieces of communication which realistically 


state facts and procedures. A woman’s sub- 
conscious will be hard to reach unless her 
conscious has been engaged first. 


All women will “go” for something new, 
if its importance and rightness is authorita- 
tively established. 

“New” is the most popular lure-word used 
by copywriters in discussing everything 
from toothpaste to household detergents. 
Editorial space may be easy to capture with 
this magic word, but sales are often a dif- 
ferent matter. Acceptance rates of new 
products vary radically according to kind, 
price, and involvement. 

Even in areas where something new is 
an aid to transforming the woman into a 
different, and hopefully, a more desirable 
person, it is suspect for a period. The che- 
mise dress style which flourished briefly a 
few years ago provides an excellent exam- 
ple of feminine hesitancy. Given almost un- 
precedented editorial support, the chemise 
was probably the most talked about fashion 
change since the “new look” of 1947. The 
French chemise styles were copied at a 
frantic pace, and inside of weeks the mass 
market could pick from the most up-to-date 
Paris fashions. 

While a few venturesome women bought 
the chemise, millions wavered. In the throes 
of newness, more “important silhouettes” 
were introduced, and decision making 
seemed impossible for most women. The 
chemise died, along with its new confréres 
in style, in less than a year. 

Such a sore merchandising episode sent 
American designers and stores back to sea- 
sons of safe “classic” styles, until 1960 
when the chemise began to reappear under 
another name. 

Fast distribution and rapid obsolesence, 
twin idols of the marketing world, not only 
smile but on occasion frown on the fortunes 
of a product. It is a sobering thought, re- 
minding us that we must weigh “what’s at 
stake,” when a woman decides to buy some- 
thing new for herself and her home, and 
something that will “show.” 

Women are not entirely sure of them- 
selves when it comes to selecting clothes 
or home furnishings. A woman worries 
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about her taste, about how her new pur- 
chase will “go” with the rest of her things, 
about what her husband and her family 
and her friends will think. Selling her in- 
volves confidence-building on many levels. 


FALLACY NUMBER FOUR 

Like the familiar cartoon character, a 
woman is always ready to spend money. 
Her discretionary dollars (after food and 
other necessities have been purchased) are 
never questioned by her husband—ezxcept 
perhaps for the purchase of a new hat, 
which may be a mutually amusing situation. 

In fact, women spend discretionary dol- 
lars in certain predetermined patterns— 
patterns which seem to by clues to the 
values of the household. No matter how 
appealing the candlelit dinner table may 
look in House Beautiful, the housewife will 
not go out and buy so much as one candle 
if she thinks her husband hatvs a dim light 
when he eats and does not like so much 
fuss at dinner time. 

Women do not live in a world alone— 
happily clipping coupons after breakfast as 
they plan their shopping spree for the day. 
They have trouble convincing their hus- 
bands that certain purchases are valid. They 
must develop a sixth sense for the propi- 
tious moment to bring up the replacement 
of an item that seems timeless to the bread- 
winner of the house. They need a good rea- 
son for a new purchase. Could it be that 
they suffer somewhat in their ability to 
“swing” a buying decision, because the 
advertising or the communication is so nar- 
rowly directed? Is there such a thing as an 
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advertisment that would appeal to him and 
her? Some public-relations approaches today 
tend to involve masculine interests in femi- 
nine products, hoping to help create a more 
favorable home buying climate. 


FALLACY NUMBER FIVE 

Only a homemaker will be interested in 
@ new recipe, and only a career girl will 
spend money on a fur neckpiece. Women, 
in general, could not care less about auto- 
mobile mufflers. 

In trying to appeal to very broad audi- 
ences, and perhaps hopefully thinking that 
every girl is a homemaker underneath, ad- 
vertisers often assume too much similarity 
of interest. A woman may accept the adver- 
tiser’s stereotype of how she looks and 
talks because she is used to it, but she may 
respond more actively to a newer, more 
individual approach. 

Is it not possible that the women who 
work (some nineteen million of them) have 
great interest in new recipes and that 
many of them do not think of themselves 
in a housedress? Do you know of a woman 
who drives a car and is responsible for its 
upkeep who would not like to know how 
long her car muffler will last? 

Many of these “clichés” suggest that we 
need more and broader research about mar- 
keting to women. Picking slights of under- 
standing does not necessarily imply that we 
have sufficient information to plan new, 
more effective approaches. 

Understanding is, after all, an active, not 
a passive state of mind. It depends on being 
everlastingly curious. 
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Anthropology’s Contributions 
to Marketing 


and approaches, even 


HE RELATIVE slowness of anthropolo- 

gists and marketers in finding common 
ground is surprising.’ Anthropologists have 
served as colonial administrators, in 
foreign-aid programs, and in other situa- 
tions requiring a special sensitivity to for- 
eign cultures. They have also developed 
sales-training procedures which involve the 
analysis of the rate of speech of salesmen 
with potential customers, through devices 
which measure the rate of interaction be- 
tween people talking. Another specialized 
industrial situation in which anthropolo- 
gists have worked involves the application 
of their knowledge of the field of anthro- 
pometry or measurement of the body, in 


1John Gillin, “The Application of Anthro- 
pological Knowledge to Modern Mass Society,” 
Human Organization, Vol. 15 (Winter, 1957), 
pp. 24-30. 


2 Eliot D. Chapple, “The Interaction Chrono- 
graph,” Personnel, Vol. 25 (January, 1949), 
pp. 295-307. 


* ABOUT THE AUTHOR. Charles Winick has applied 
the social sciences to marketing as researcher, con- 
sultant, and teacher. He has taught at the Uni- 
versity of Rochester, Queens College, MIT, Columbia, 
New York University, and City College. 

Most recently, he has been directing a program 
of basic research in marketing for J. Walter Thomp- 
son Company, New York. Among his publications 
is “Dictionary of Anthropology” (New York: Phil- 
osophical Library, 1956). 
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Of the social sciences which deal with man and society. pe eee 
nomics, psychology, and pepe have been widely used in marketing. 
ogy has yie @ vari interviewing and projective testing pro- 
cedures; sociology has scntributed concepts like social class. 

Marketers have been relatively slow in using anthropological insights 
though anthro i ith 
man and society. This article considers why anthropology has been 
used relatively seldom, and how it has been and might be 


of the content of marketing; psyc 


is also concerned w 


employed. 


the design of products like chairs and 
knobs.® 

Other anthropologists have worked in 
applied fields such as: reactions to disaster, 
the operation of internment and relocation 
centers, mental health, medical care, labor- 
management relations,* the culture of a 
factory,> community organization, social 
work,* military government, the cultural 
change associated with economic develop- 
ment,’ contact between cultures, the nature 
of small-town life, behavior in extreme situ- 
ations, the study of culture at a distance,® 
the reconstruction of the themes of a cul- 
ture, relations among minority groups, the 


8 Earnest A. Hooton, A Survey In Seating 
(Cambridge: Harvard Department of Anthro- 
pology, 1945). 


4 Charles R. Walker, The Man on the Assem- 
bly Line (Cambridge: Harvard University 
Press, 1952). 


5 Eliot Jaques, The Changing Culture of A 
Factory (New York: Dryden Press, 1953). 


6 Franklin K. Patterson, Irving Lukoff, and 
Charles Winick, “Is Society the Patient,” Jour- 
nal of Educational Sociology, Vol. 30 (October,, 
1956), pp. 106-112. 


7 Almost every issue of Economic Develop- 
ment and Cultural Change carries relevant 
articles. 


8 Margaret Mead and Rhoda Metraux, The 
Study of Culture At A Distance (Chicago: 
University of Chicago Press, 1952). 
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social structure of a hospital,® American 
national character,!° and television.! 
Although anthropologists have published 
their findings on America in very accessible 
formats,'!* there has been little discussion 
of how their findings could be applied to 
marketing problems.!* One advertising pub- 
lication has published an article on the 
possibility of using anthropology in adver- 
tising.14 The journal of applied anthro- 
pology, formerly called Applied Anthro- 
pology and now called Human Organization, 
almost never carries any material on mar- 
keting; and the national journal, American 
Anthropologist, also ignores the subject. 


ANTHROPOLOGY, SOCIOLOGY, AND PSYCHOLOGY 

Anthropology is usualiy aefined as the 
study of man. Such a definition is so all- 
inclusive that the field is generally divided 
into four sub-fields: archeology, cultured 
anthropology, linguistics, and physical an- 
thropology. Archeology is concerned with 
the historical reconstruction of cultures 
which no longer exist. Cultural anthro- 
pology examines all the behaviors of man 
which have been learned, including social, 
linguistic, technical, and familiar behaviors; 
often it is defined as the study of man and 
his works. Linguistics is the comparative 
study of the structure, interrelationships, 
and development of languages. Physical 


® Charles Winick, “The Hospital As A Social 
System,” New York State Nurse, Vol. 26 
(January, 1954), pp. 9-13. 


10 David M. Potter, Peonle of Plenty (Chi- 
cago: University of Chicago Press, 1954). 


11 Charles Winick, Taste and the Censor In 
Television (New York: Fund For the Republic, 
1959). 


12 Margaret Lantis, editor, “The U.S.A. As 
Anthropologists See It,” American Anthro- 
pologist Vol. 57 (December, 1955), pp. 1,113- 
1,380. 


13 Richard C. Sheldon, “How The Anthro- 
pologist Can Help The Marketing Practitioner” 
in W. David Robbins, editor, Successful Mar- 


keting at Home And Abroad (Chicago: Ameri- 


can Marketing Association, 1958), pp. 209-304. 


%4Alan S. Marcus, “How Agencies Can 
Use Anthropology in Advertising,” Advertis- 
ing Agency, Vol. 49 (September 14, 1956), pp. 
87-91. 
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anthropology is concerned with human bi- 
ology and the development of the human 
organism, with special interest in race dif- 
ferences. 

When anthropology is employed in mar- 
keting, it is usually cultural anthropology 
which is relevant. Cultural anthropology 
began with the study of primitive cultures, 
and its comparative analyses documented 
the different ways in which cultures have 


_ solved their problems of living. 


Cultural anthropology has much in com- 
mon with psychology and sociology. All 
three are concerned with the examination 
of man in his cultural setting. They differ 
in the emphases which they place on differ- 
ent elements of the relationship between a 
person and his environment. It can be said 
that all human behavior essentially is a 
function of the interrelations of person- 
ality, the social system, and culture. 

Oversimplifying, psychology is concerned 
with personality, sociology addresses itself 
to the social system, and anthropology ex- 
plores the culture. The interdisciplinary 
field of social psychology may draw on all 
three of these fields, and there are inte- 
grated social psychology texts which do 
$0.15 

A shaper focus on the differences among 
these three social sciences may be obtained 
by speculating on how each of the three 
might look at a family. 

The psychologist would be interested in 
the personal adjustment and emotional 
health of each member of the family. He 
would want to examine their attitudes, mu- 
tual perceptions, and motivational systems. 
Their happiness or lack of it would interest 
him. 

The sociologist would be concerned pri- 
marily with the dimensions of role and 
status within the family and with the 
number of different kinds of families. He 
would examine how the social structure 
created various kinds of internal arrange- 
ments which made it possible for the fam- 


“15 Steuart Henderson Britt, Social Psychology 
of Modern Life. (New York: Rinehart & Com- 
pany, 1949 revised edition). S. Stanfeld 
Sargent and Robert C. Williamson, Social 
Iyychology (New York: The Ronald Press 
(‘pmpany, 1958). 
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ily to exist. He would be interested in the 
norms of behavior and the stresses and 
strains shown by the deviations from the 
norm and resulting from role conflict. He 
would study class membership as well as 
the rates of various kinds of behavior, such 
as the birth rate. 

The cultural anthropologist would examine 
the technological level which the culture 
had reached and the interrelations of tech- 
nology with culture. He would scrutinize 
the procedures for inheritance of property 
and how kinship was reckoned and de- 
scribed, and how the spouses got to know 
each other. He would study the family’s 
food and housing. He would be interested 
in the language level and dialects and in 
who talked to whom. He would be concerned 
with how the age of different members of 
the family affected their behavior, and with 
trends in illnesses. He would study how the 
culture “rubbed off” on the family unit. 
The anthropologist thus does not have in- 
formation which it would be impossible for 
the sociologist or psychologist to obtain, 
but he has a special sensitivity to certain 
facets of social life. 

The sociologist and psychologist bring a 
powerful and varied arsenal of concepts and 
approaches to the study of social life. In 
what ways is the anthropologist able to 
contribute insights and experience toward 
the science of “marketology,” and to what 
extent may they not be immediately accessi- 
ble, for example, to the sociologist?! The 
anthropologist is especially trained to have 
empathy with groups other than his own 
and to “tune in” on their patterns of cul- 
ture. Inasmuch as his training has exposed 
him to a wide variety of cultures, he can 
take a global view of a situation and see it 
in the context of a larger background. His 
training makes him sensitive to cross- 
cultural differences which may be of crucial 
importance in many @ifferent situations, 
because his entire training is geared toward 
awareness of such differences. 


16 Robert Bartels, “Sociologist and Marketol- 
ogists,” JOURNAL OF MARKETING, Vol. 24 
(October, 1959), pp. 37-40; Christen T. Jonas- 
sen, “Contributions of Sociology to Marketing,” 
JOURNAL OF MARKETING, Vol. 24 (Octo- 
ber, 1959), pp. 29-35. 


Anthropology has less of the factional- 
ism which characterizes psychology and 
sociology. This is not to suggest that all 
is serene in anthropology or that it has 
never been troubled by theoretical or 
methodological issues. However, even 
though anthropologists may disagree on 
something like the exact value of the con- 
tribution of a particular anthropologist, 
they would generally agree on what the 
cultural anthropologist looks for, and there 
are standardized check lists on how to view 
a culture.'? In contrast, a psychologist’s al- 
legiance to the Gestalt, behaviorist, psycho- 
analytic, learning-theory, or perception 
schools is likely to influence what he 
does with a given problem. A sociologist’s 
commitment to the structure-function, his- 
torical, ecological, “middle range,” en- 
vironmental-determinism, or demographic 
schools would largely determine the empha- 
ses of his approach to a problem. Since 
such divergent schools are less likely to 
exist in cultural anthropology, it is prob- 
able that anthropological guidance on a 
given marketing problem would be rela- 
tively consistent. 


‘ WHAT THE ANTHROPOLOGIST KNOWS 

The anthropologist is specifically trained 
to study national character, or the differ- 
ences which distinguish our national group 
from another. He should be able to pro- 
vide measures for distinguishing the subtle 
differences among a Swede, a Dane, and a 
Norwegian; or between a Frenchman and 
an Englishman; or a Brazilian and an Ar- 
gentinian; or between a typical resident 
of Montreal and one of Toronto. The an- 
thropologist is also a specialist in the study - 
of subcultures. He would be able, in a 
city like New York, to differentiate the 
patterns of living of such disparate but 
rapidly homogenizing groups as Puerto 
Ricans, Negroes, Italo-Americans, Jews, 
Polish-Americans, and Irish-Americans. 

Because almost any large community con- 
sists of a variety of subcultures, this aware- 
ness of subcultural trends can be especially 


17 Royal Anthropological Institute, Notes and 
Queries on Anthropology (London: The Insti- 
tute, 1956). 
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useful. A more subtle area of special in- 
terest to anthropologists is the silent lan- 
guage of gesture, posture, food and drink 
preferences, and other nonverbal cues to 
behavior.?8 

Related to this is the anthropologist’s 
professional] interest in languages and sym- 
bols. He might, for example, be especially 
concerned about why a particular shape 
has special significance as a symbol in a 
society, or how the structure of a language 
or a regional speech pattern was related 
to how people think.’® 

Another area of concern to the anthro- 
pologist, because of its symbolic meanings 
has to do with “rites de passage” or the 
central points in a person’s life at which 
he may ritually be helped to go from one 
status to another, for example, birth, 
puberty, or marriage.?° 

Taboos represent a continuing area of 
interest to the anthropologist.*! Every cul- 
ture has taboos or prohibitions about vari- 
ous things, such as the use of a given 
color, or of a given phrase or symbol. The 
anthropologist is aware of the larger values 
of a culture, which represent the substra- 
tum of custom which is taken for granted 
and the violation of which represents a 
taboo. 

The anthropologist’s method is primarily 
the exposure of his highly developed sen- 
sitivity to the area in which he is working, 
via observation and extended interviews 
with informants. Projective tests have also 
been widely used in anthropological studies. 
The anthropologist can bring a wealth of 
insight to marketing situations. 


USE OF ANTHROPOLOGY IN MARKETING 


There are at least three kinds of situa- 
tions in which the knowledge of the anthro- 


18 Edward T. Hall, The Silent Language 
(New York: Doubleday & Co., 1959). 


19 Benjamin Lee Whorf, Collected Papers on 
Metalinguistics (Washington: Department of 
State Foreign Service Institute, 1952). 


20Jan Wit, Rites De Passage (Amsterdam: 
De Windroos, 1959). 


21 Franz Steiner, Taboo (London: Cohen and 
West, Ltd., 1957. 
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pologist has been employed in marketing: 
specific knowledge; awareness of themes of 
a culture; sensitivity to taboos. 


Specific Knowledge 

Here are a few cases in which the spe- 
cific knowledge of an anthropologist was ap- 
plied to marketing situations. 

A manufacturer of central heating equip- 
ment was planning to introduce central 
heating to an area which previously had 
used other heating. Since people generally 
grow up to accept a certain approach to 
heating which they take for granted, in- 
troduction of the new central heating posed 
marketing problems in coping with deeply 
imbedded consumer resistance to what 
would be a major innovation. An anthro- 
pologist was able to draw on his knowledge 
of the folklore and symbolism of heat and 
fire in order to suggest methods of present- 
ing the new system, so as to make it as 
consonant as possible with the connotations 
of heat, even though the nature of the 
heating method had changed radically. 
There was considerable consumer resistance 
to the central heating, but it decreased sub- 
stantially after the first year. 

In addition to a marketing problem, the 
introduction of central heating also posed 
problems of public policy which the manu- 
facturer had to overcome before he could 
obtain approval for the introduction of the 
heating equipment. The area was one which 
suffered from a declining birth rate, and 
officials were concerned about the extent 
to which central heating might cause the 
birth rate to decline further, because of 
their belief that heated bedrooms would 
cause a decline in sexual activity and ulti- 
mately in births. 

The anthropologist was able to point to 
some cultures in which the birth rate had 
declined and some in which it had not 
done so after the introduction of central 
heating. The anthropologist’s data made 
it possible for the manufacturer of the 
central-heating equipment to discuss its 
probable effects realistically with the ap- 
propriate officials. 

Another field in which the anthropologist 
has specific knowledge that other social 
scientists are not likely to have is that of 
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clothing and fashion. The only empirical 
study of the fashion cycle in woman’s cloth- 
ing which has successfully been used for 
predictive purposes by clothing manufac- 
turers was conducted by anthropologists.2? 
In marketing situations, the anthropologist 
has often been able to combine his special 
knowledge of the needs of the body for 
clothing of various kinds at different ages, 
his sensitivity to what technology makes 
possible and his awareness of fashion. 

For example, an anthropologist was con- 
sulted by a leading manufacturer of overalls 
for young children, a product which had 
remained unchanged for decades. He ex- 
amined the product in the light of the spe- 
cial needs of children who wear overalls, 
the growing use of washing machines to 
launder the overalls, their relative fre- 
quency of laundering, and contemporary 
technology. He suggested that the overall 
straps have a series of sets of metal grip- 
pers instead of buttons, thus making it 
possible to use different sets of grippers as 
the child grew instead of tying or knotting 
the straps. Noting that the straps often 
fall off the shoulders when children played, 
he suggested that the shirts which children 
wore under the overalls have either a loop 
for the straps to pass through or a synthet- 
ic fastener which faced matching material 
on the strap, so that the shoulder of the 
shirt could be pressed against the strap 
and remain attached to it until shoulder 
strap and shirt were pulled apart. 

He also recommended that the seams of 
the overalls, previously single stitched, be 
double stitched like those of men’s shirts, 
which have to withstand frequent launder- 
ings. The double-stitched overalls would 
be less likely to come apart as a result of 
frequent launderings in a washing machine. 
These recommendations were adopted, and 
within a few years substantially changed 
and expanded the nature of the overall mar- 
ket for young children. The children’s par- 
ents were more pleased with the overalls 
because they lasted longer and looked better 


22Jane Richardson and Alfred L. Kroeber, 
Three Centuries of Women’s Dress Fashions 
(Berkeley: University of California Press, 
1940). 


ANTHROPOLOGY’S CONTRIBUTIONS TO MARKETING 


on the children, and they were far more 
functional than before. 

The special knowledge of the anthropolo- 
gist has been called into play where there 
are special subcultural groups to which 
the marketer wishes to address himself. 
One beer manufacturer wished to extend 
his market share among Negroes in a large 
eastern city in the United States. He was 
advised about reaching this group by an 
anthropologist who was familiar with the 
special subculture of Negroes, and who 
pointed to the profound effects of Negroes’ 
caste membership on their purchasing be- 
havior. The ambiguity of their role has 
led many Negroes to be especially aware 
of articles that have status connotations 
and of whether a brand symbolizes racial 
progress. Examination of the manufac- 
turer’s marketing program by the anthro- 
pologist led to several recommendations for 
change. The manufacturer began to help 
in the support of several major social events 
related to the arts in Negro communities, 
and to stress that the beer was a national 
brand with quality-control procedures. He 
changed the content of his advertising in 
the direction of enhancing its status and 
quality connotations. These changes were 
all directed toward improving the status 
connotations of the beer to Negroes. 

Guidance on related problems with re- 
spect to the Puerto Rican and Jewish mar- 
kets has also been used constructively. Since 
35 to 40 per cent of the population of the 
United States consists of minority sub- 
cultures, the anthropologist’s contributions 
may be considerable. 

Another situation had to do with the 
selection of specific symbols for various 
purposes. A major manufacturer of wo- 
men’s products was uncertain about 
whether to continue using the Fleur de Lis 
emblem on his package. Anthropological 
analysis of the symbol suggested that its 
association with French kings and other 
cultural connotations of maleness made it 
more masculine than feminine. The anthro- 
pologist’s recommendations were confirmed 
by subsequent field testing. 

In a related case, a manufacturer of wo- 
men’s cosmetics conducted an anthropologi- 
cal study of the comparative symbolism in 
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our culture of women’s eyes and mouth, 
which suggested that the eye tends to be 
experienced as a relatively protecting organ 
while the mouth tends to be experienced 
as more nurturing. This knowledge of the 
differences between the special meanings of 
eye and mouth could constructively be used 
in marketing the products, and especially 
in advertising. The advertising explicitly 
and implicitly mentioned the role of the eye 
in protection of the woman. It stressed 
the role of the mouth as the organ which 
both symbolically and literally gives love. 
This replaced the manufacturer’s previous 
advertising, in which both eye and mouth 
were treated in the same way, as organs 
which could be made beautiful. 


Awareness of Themes 

The anthropologist has functioned in sit- 
uations in which he can use his special 
understanding of themes of a culture, of- 
tentimes taken for granted. 

A major chain of candy shops was suffer- 
ing a decline in sales. A marketing-research 
study had established that the brand was 
usually bought as a gift, either for others 
or as a gift for the purchaser. The chain 
was unable to develop any ways of using 
this finding that were not hackneyed. An- 
thropological guidance on the symbolism of 
gift-giving enabled the chain to develop 
merchandising, packaging, and advertising 
formats for the gift theme. Anthropological 
study of the connotations of the major 
holidays suggested themes for window dis- 
plays, and advertising of the candy in con- 
junction with the holidays. The chain’s mar- 
keting strategy was revised on the basis of 
the anthropological interpretation and clari- 
fication of the marketing-research study. 
Anthropologists are the only social scien- 
tists who have systematically studied gift- 
giving and gift-receiving.”* 

Another example of anthropological in- 
terpretation of a marketing-research study 
was provided by a shirt manufacturer. The 
study had established that women buy more 
than half of men’s shirts in a particular 
price range. The anthropologist was able 


23 Marcel Mauss, The Gift (London: Cohen 
& West, Ltd., 1954). 
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to interpret this finding in the light of 
several anthropological studies of the re- 
lations between husbands and wives in 
America. The manufacturer had been 
thinking of placing advertising for his 
men’s shirts in selected women’s magazines. 
The anthropologist was able to point to a 
number of studies of husband-wife relations 
which suggested growing resentment by 
men over the extent to which women had 
been borrowing and buying men’s clothing, 
and which suggested that the proposed ad- 
vertising campaign might not be propitious. 

Another anthropologist’s special sensi- 
tivity to the “rites de passage” helped a 
shoe manufacturer whose sales were de- 
Cjining because of aggressive foreign and 
domestic competition. The anthropologist 
was able to point to the extent to which 
hoes represent major symbols of our going 
from one stage of life to another, and to 
x3sist-the manufacturer in developing meth- 
ods for using the relationship between shoes 
and “rites de passage.”4 
* A landmark along the road of an infant 
becoming a child usually is found between 
the ages of 4 and 6 when he can tie his 
own shoe laces. The manufacturer devel- 
oped some pamphlets and other instruc- 
tional material for parents on how to help 
children to learn to tie their shoe laces. 
Distribution by local retailers contributed 
toward making parents favorably aware of 
the brand’s line for children in this age 
group. 

The teenager signalizes her entrance 
into a new social world by her first high 
heels. Window displays and advertising 
which explicitly stressed the new social 
activities of the teenager wearing her high 
heels, and naming specific shoe models after 
teenage social events (“The Prom’) con- 
tributed toward associating the manufac- 
turer’s name with the excitement of the new 
world symbolized by the high heels. 

Older people see the wearing of special 
“old people’s shoes” as the ultimate re- 
minder that they are becoming old. The 
manufacturer was able to redesign his line 


: 24Charles Winick, “Status, Shoes, and the 
'e Cycle” Boot and Shoe Recorder, Vol. 156 
tober 15, 1959), pp. 100-202. 
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for older people so that it retained its spe- 
cial health features but still looked as sty- 
lish as any adult shoe, and had no visible 
stigma of “old people’s shoes.” 


Sensitivity to Taboos 

Marketers may unwittingly violate a 
taboo, whether cultural, religious, or politi- 
cal, especially in selling overseas. Blue, for 
example, is the color for mourning in Iran 
and is not likely to be favorably received 
on a commercial product. Green is the 
nationalist color of Egypt and Syria and is 
frowned on for use in packages. Showing 
pairs of anything on the Gold Coast of 
Africa is disapproved. White is the color 
of mourning in Japan and, therefore, not 
likely to be popular on a product. Brown 
and gray are disapproved colors in Nica- 
ragua. Purple is generally disapproved in 
most Latin American markets because of 
its association with death. Feet are re- 
garded as despicable in Thailand, where 
any object and package showing feet is 
likely to be unfavorably received. 

The anthropologist can cast light on 
taboos and on their opposite: favored colors 
and symbols. The reason for the people in 
a country or an area liking or not liking 
a particular color or symbol] may be a func- 
tion of political, nationalist, religious, cul- 
tural, or other reasons. 


SOME APPLICATIONS IN CANADA 

Canada represents a special opportunity 
for the application of anthropology in mar- 
keting situations. Twenty-nine per cent of 
the country’s entire population is in French- 
speaking Quebec, and over half of this num- 
ber know no English. Canada thus offers 
a changing kind of bilingual and culture 
contact situation with major cross-cultural 
differences for anthropological analysis. 

Both the farm community and the indus- 
trial community of Quebec have been 
studied by anthropologists.*> The re-evalua- 
tion of the nature of Quebec family and 
community life sparked by Dean Phillipe 


25 Horace Miner, St. Denis (Chicago, Univer- 
sity of Chicago Press, 1939); Everett C. 
Hughes, French Canada In Transition (Chi- 
cago: University of Chicago Press, 1943). 
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Garigue of the University of Montreal and 
a team at Laval University has led to re- 
newed interest in Quebec on the part of 
anthropologists. Their studies have pro- 
duced considerable information on styles 
of life in Quebec which should be trans- 
latable into marketing data on pricing 
policies, colors, package size, flavor and 
taste of various food items, texture of 
fabrics, automobile symbolism, product 
scents, and related subjects. 


Specific Knowledge 

Perhaps the most frequent occasion for 
the anthropologist to demonstrate specific 
knowledge in Canada has to do with lan- 
guage. One laundry-soap company had 
point-of-sale material on its soap describing 
it as extra strong and the best one to use 
on especially dirty parts of wash (“les 
parts de sale”). After sales of the soap 
had declined, an anthropologist who was 
called in by the company pointed out that 
the phrase is comparable to the American 
slang phrase “private parts.” This kind of 
mistake might have been avoided if anthro- 
pological guidance had been available be- 
fore sales declined. 

Some products do not sell well in Quebec 
because the English name may be almost 
unpronounceable to a French speaker, or 
the name of the product may be meaningless 
even when translated idiomatically. Even 
the English spoken in Montreal differs 
somewhat from the English spoken in Tor- 
onto, creating potential hazards for the 
marketers who may not know, for example 
that a “tap” in a “flat” in Toronto is likely 
to be a “faucet” in a Montreal “apartment.” 


Awareness of Themes 


A study done by an anthropologist for 
a food manufacturer demonstrated the re- 
lationship between the purchases of certain 
food items and the gradual decline of the 
wood-burning stove which used to be a 
staple of Quebec farm kitchens. The wood 
stove would almost always have a stew pot 
(“pot au feu”) simmering all day. Various 
ingredients were put into the pot to pro- 
vide flavor. With the introduction of gas 
and electric kitchen ranges, it not only 
became relatively expensive to keep the 


59 
| 
t 
n 
p 
3. 
d 
e t 
al 
rh ‘ 
er 
n- 
Ww 
he 
ne 
the 
__| 


60 JOURNAL OF MARKETING 


stew pot going but the simmering could not 
be sustained because the pot would tend 
to boil rather than simmer. 

This change was accompanied by some 
radical adjustments in food consumption 
which were of great relevance to food mar- 
keting. The manufacturer was able to begin 
distribution of canned soups and stews 
which soon found a very large market and 
rapidly replaced the “pot au feu.” 


Taboos 

Alertness to taboos was illustrated by an 
anthropologist’s suggestion to a manufac- 
turer of canned fish for changing a series 
of advertisements which were appearing in 
Quebec magazines and newspapers. The 
same advertisement was run repeatedly. 
The advertisements showed a woman in 
shorts playing golf with her husband. The 
caption read that the woman would be able 
to be on the golf links all day and still 
prepare a delicious dinner that evening 
if she used the product. Every element 
in the advertisement represented a violation 
of some underlying theme of French Cana- 
dian life; the wife would not be likely to 
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be playing golf with her husband, she would 
not wear shorts, and she would not be 
serving the particular kind of fish as a 
main course. In this case, the anthropolo- 
gist was consulted after the series had been 
running for awhile. 


THE MARKETER AS AN ANTHROPOLOGIST 

A good case could be made for the thesis 
that marketing researchers do more an- 
thropological research on modern cultures 
than do anthropologists. Marketing re- 
searchers are studying national character, 
subcultures, themes, and ways of life. The 
kind of information which marketing- 
research studies seek on how people live 
and what products they use represent first- 
rate material for the cultural anthropologist. 

The questionnaire, panel, audit, sales 
analysis, and other methods of modern mar- 
keting differ in degree but not in kind from 
the trained observations of the anthropolo- 
gist, but there is no reason why the two 
methods cannot complement each other. 
Greater communication between these two 
fields can and should lead to mutual enrich- 
ment of both. 


Are American Businessmen Inhumane? 
I do not mean they are inhuman; they are all too human. I 


do not mean that they are insufficiently humanitarian. I mean 
that American businessmen, like most other Americans, are de- 
ficient in the discipline that nurtures the spirit. 

Humanism is a discipline that traces its origin back to the 
Hebrew prophets and the Greek philosophers, and has existed 
ever since to humanize men. Cicero and Seneca and Marcus 
Aurelius were at once the Roman exemplars and the Roman pre- 
ceptors of this humanizing process, for which our term is a 
“liberal education.” The humanists believe that through the 
study of great lives and great thoughts the minds of earnest men 
could be molded nobly. The process was both ethical and intellec- 
tual. This humane discipline, passed along in the literature of 
Christian theology, classic philosophy, poetry, history, biography, 
dominated the thinking of the whole of the Western World— 
until very late in the 19th Century. Humanism persists today, 
but with influence greatly weakened. 


—Russell Kirk, “The Inhumane Business- fello 
man,” an address before The Presi- | From 
dent’s Committee for Education Be- havi 
yond High School, New York Univer- tute, 
sity, April 30, 1957. 
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Rejoinders, Commentaries, 
and Specialized Articles 


N THE previous issue of the JOURNAL 

OF MARKETING, seven tenets of crea- 
tive research were presented that sup- 
posedly might serve as a credo in the years 
ahead.! The credo that these “tenets” pre- 
sent for creative research is highly ques- 
tionable; and the aura of scientific purity 


1 Ernest Dichter, “Seven Tenets of Creative 
Research,” JOURNAL OF MARKETING, Vol. 
25 (April 1961), pp. 1-4. 
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A Credo to Replace 
Dichter’s ““Tenets”’ 


@ BERTRAND KLASS 


The author believes that the “tenets” comprising Dichter's credo 
contribute little, if anything, to creativity in research. The claim that 
the tenets stem from epi 
alternative credo suggested. 


is also argued against, and an 


perspective much of what is wrong with 
marketing research today. 

Interestingly, each of the seven “tenets” 
has some merit if viewed merely as a con- 
sideration that might be taken into account 
in the design of specific studies. It is not 
the statements per se with which issue 
ought to be taken, but rather the claims 
(1) that they are “tenets” comprising a 
credo for creative research, and (2) that 
they are epistemological in nature. 


WHAT CREDO? 

A tenet is defined in the Oxford Univer- 
sal Dictionary as a “doctrine, dogma, prin- 
ciple, or opinion, in religion, philosophy, 
politics, or the like, held by a school, sect, 
party, or person.” In reviewing Dr. 
Dichter’s seven so-called tenets of creative 
research, it is difficult not only to state them 
in the form of principles but also to envi- 
sion their application to the “creative” 


in which they are cloaked represents in clear 
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solution of all marketing problems dealing 
with the intricacies of human sitios 


First Tenet 

For example, the first tenet, entitled “ite 
agnostic principle,” suggests that since ite 
individual is unable “to form a judgmer:}? x 
on the cause of his own actions,” the use of 
a questionnaire (asking for such informat. 
tion) in marketing research is undesirable} 

Granted that people are unable to explai,’ 
all of their own behavior—are we thus to 
conclude that “creative” researchers should 
discard the questionnaire completely and 
accept the idea that human beings can 
never contribute any useful insights in the 
factors that influence their own behavior? 


Second Tenet 

Under the heading of “avoidance of hid- 
den assumptions,” we are told that the prob- 
lem with quantitative survey research is 
that it does not take into account certain 
basic key assumptions about human be- 
havior. 

“Beware of the so-called fact finders” 
is the second of the seven tenets of creative 
research. Not only is it untrue that formal 
survey research ignores basic assumptions, 
but what grounds can there possibly be for 
the idea that “fact finding” is detrimental 
‘to creativity? The work of Dr. Jonas Salk, 
undoubtedly a creative medical researcher, 
has consisted of a substantial amount “ 
fact finding. 


Third Tenet 


Next, under the heading of “necessity 
of hypotheses,” the message seems to be 
that “the basic criterion for valid (crea- 
tive?) research is the quality and intelli- 
gence of the hypotheses formulated before 
the research is undertaken.” Apparently 
the tenet is that intuitively developed hy- 
potheses must precede all research if it is 
to be considered creative. 

Conversely, the implicit message seems 
to be that if some “fact finding” is initi- 
ated in order to develop a basis for one’s 
hypotheses, the research will not be crea- 
tive. That a substantial number of mar- 


keting and motivation researchers would 
disagree with this tenet goes without say- 
ing. Many researchers feel that the prime 
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values of motivation research stem from 
the resulting hypotheses rather than the 
provision of final answers. 


Fourth Tenet 

The fourth tenet, falling under the curi- 
ous heading of “advertising as communi- 
cation,” notes that “advertising is commu- 
nication, and communication is a two-way 
process.” The author’s message in this case 
is that, to be creative, research must focus 
on the manner in which an individual or 
group “talks back, restructures, identifies, 
and distorts the relationship between him- 
self and the commercial.” 

Conversely, it appears that any research 
characterized “by mechanistic concepts fed 
into toy-like contraptions whose push but- 
tons, registration apparatus, light-measur- 
ing devices, and other paraphernalia” can- 
not possibly be creative research. At this 
point, one should ponder the very meaning 
of the term “creative.” 


Fifth Tenet 

The fifth tenet, appearing under the title 
of “mass marketing,” suggests that our 
credo for creative research in the years 
ahead should include the replacement of 
such age-old socio-demographic categories 
as “marital status, sex, education, income 
group, occupation, age, etc.” with “motiva- 
tional categories that cut across many of 
the more superficial categories customarily 
used.” In fairness, it should be noted that 
we are also told that we might use the old 
socio-economic categories “to establish cor- 
rect representative samples.” 

Implicitly, however, the message seems 
to be that the use of such correct repre- 
sentative samples is contrary to the credo 
for creative research. 
one definition of a creative researcher 
might be a person who considers both types 
of classifications and uses each as the 
specific problems dictate. 


Sixth and Seventh Tenets 

Each of the last two tenets is particu- 
larly difficult to restate in the form of a 
“doctrine, dogma, or principle.” These two 
cbviously do represent (following our ear- 
lier dictionary definition of a tenet) the 
“opinion” of their author. One, for ex- 
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ample, entitled “uniqueness rather than 
superiority of media,” is critical of research 
conducted to describe the characteristics 
of readers of one or another magazine, and 
suggests instead that research might better 
focus on determining what people get out 
of reading a specific magazine or being ex- 
posed to a television program. 

We are told that: “The real questions 
are: ‘What do I get out of watching a 
Western?’ and ‘What satisfactions does 
Horizon give me?’ Research directed to the 
answers to such questions can provide a 
real contribution to the understanding of 
the functions of communication in our 
modern world.” 

What the exact tenet is here that con- 
tributes to a credo for creative research is 
completely unfathomable. 

Similarly, the final so-called tenet, en- 
titled “the myth of public opinion polls,” 
suggests that since there is no one-to-one 
relationship between a person’s attitudes 
and his actions, attitude studies and ques- 
tionnaires (although interesting and valu- 
able in providing a measurement of people’s 
prejudices and judgments) are not as ade- 
quate as techniques that focus on uncover- 
ing human emotions. Motivation research, 
needless to say, “attempts to probe these 
nebulous areas.” What is the tenet here? 
Apparently, if we want to be creative, we 
should turn to qualitative motivation re- 
search and avoid the use of attitude scales 
and questionnaires. 


The Seven Tenets 

When stated simply and directly, the 
seven tenets comprising the suggested credo 
have a familiar ring to them. In essence, 
they are nothing much more than a re- 
affirmation of the values of a motivation 
researcher representing one school of moti- 
vation research. What is particularly note- 
worthy is that they are presented as a credo 
for creative research. 

Is it possible that everything having to 
do with quantification, representative sam- 
ples, attitude scales, or measuring instru- 
ments really interferes with, or stifles, 
creativity? 

The problems which Dr. Dichter singles 
out in each of his seven points are problems 


encountered in any research of consumer 
behavior in the market place, no matter 
what kind of technique is used! The use 
of any technique, whether more quantita- 
tive or more qualitative, provides both ad- 
vantages and disadvantages to the analysts 
using them. 

Dr. Dichter belabors the limitations upon 
analysts which are associated with struc- 
tured survey research techniques. However, 
he fails to elucidate the problems engaged 
in using so-called motivational techniques. 
His omission implies the absence of prob- 
lems which most researchers of consumer 
behavior know from experience to be chal- 
lenging. 


THE CREDO AND EPISTEMOLOGY 

Note also how the “tenets” are cloaked 
with respectability by being associated with 
such terms as “science,” “research,” and 
“epistemology.” Dr. Dichter writes, for 
example, that “the principles stated are 
well-known in the field of epistemology,” 
and “they are the basic tenets of what can 
legitimately be called research.” 

Epistemology, of course, is the science 
of the method or grounds of knowledge. 
Or, stated more directly, it is the science 
dealing with research methods. Just what 
is the connection between the terms “sci- 
ence” and “research,” and what is the 
relevance of epistemology here? 

The nature and meaning of “science” has 
long been a favorite topic of discussion for 
philosophers, educators, businessmen, and 
students. Many claim that the term “sci- 
ence” is applicable only to research concern- 
ing natural or physical subject matter— 
that physics and chemistry are “true sci- 
ences,” whereas economics, psychology, 
sociology, and much of marketing research 
are not. 

What does Dr. Vannevar Bush, a great 
physical scientist, say about this? He points 
out that the alleged differences between the 
natural and social sciences are based on 
confusion and failure to consider what 
really comprises the whole gamut of natural 
science research.2 He states, for example, 


2 Quarterly report of the Carnegie Corpora- 
tion (New York: July, 1954), pp. 6-7. 
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that sciences such as astronomy and ge- 
ology are no less observational than anthro- 
pology or sociology, and that the data of 
genetics and meteorology hardly approach 
in precision much of the social-science ma- 
terials collected in a national census. 

He also makes it clear that there is a 
multitude of research methods and tech- 
niques, both quantitative and qualitative, 
associated with each of the sciences and 
that there is no one technique that is “best” 
for any one or all of the sciences. 

In other words, the term “science” is 
applicable to subject matter other than 
that usually described as physical or nat- 
ural; it is characterized by more than one 
method of investigation; and it is not 
necessarily characterized by 100 per cent 
reliability and accuracy. What, then, is 
common to every science, whether nat- 
ural, physical, or social? BASICALLY, IT IS 
THE PROCEDURE FOLLOWED IN ATTEMPTING TO 
BUILD A SYSTEMIC AND INTEGRATED BODY OF 
KNOWLEDGE IN ANY FIELD. 

At first glance, it might seem that Drs. 
Dichter and Bush are in agreement. For 
example, in introducing his article, Dichter 
says: “However, when research is used for 
researchable problems, the techniques and 
the practitioners are subject to the same 
laws, whether the problem is ‘why do people 
buy soap?’ or ‘what causes cancer?’ ” 

The credo that is then presented, how- 
ever, completely ignores this statement. If 
the tenets comprising the credo truly stem- 
med from epistemology, they would indeed 
apply equally well to cancer research and 
to “soap research.” But will the cancer 
researcher be hindered or helped if he 
“bewares of the so-called fact finders”? And 
should the cancer researcher really avoid 
the use of questionnaires, and use motiva- 
tional categories instead of socio-economic 
categories? More important, these tenets 
clearly do not apply at all to the physio- 
logical research performed by cancer re- 
searchers. This means that there is little, 
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if any, connection between the seven tenets 
reviewed and epistemology. 


AN ALTERNATIVE CREDO 

Here is an alternative credo for market- 
ing research (including ‘creative’ market- 
ing research) for the years ahead. This 
credo does stem from epistemology, and is 
applicable to the development of a syste- 
matic and integrated body of knowledge 
in any field, including marketing. 

This credo would urge marketing re- 
searchers to consider in their work the 
seven procedural steps that can be identified 
in any scientific endeavor. They are: 
Recognition of a problem. 

. Proper formulation of the problem. 

. Review of knowledge. 

. Preliminary observation of the events 
under study. 

5. Formulation of a hypothesis or hy- 

‘potheses. 

6. Testing to verify or refute the hy- 
pothesis or hypotheses. 

7. Application of experimental results to 
practical affairs, building good theory, 
or generating other useful hypotheses. 

Clearly, a substantial portion of the mar- 
keting research conducted today does not 
follow these seven procedural steps, and 
thus does not in itself always confirm com- 
pletely to scientific criteria. On the other 
hand, research does not necessarily have 
to be scientific in the sense of following all 
seven of these steps in order to provide 
information of value; and marketing re- 
search can be as scientific as its practi- 
tioners want it to be. 

If we worry less about whether or not 
marketing people are “scientists,” or 
whether one research technique solves all 
problems better than another, and con- 
sider instead the need to use the seven 
procedural steps listed above in problem- 
solving, we will produce more “creative” 
research. 
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This paper reports research undertaken at 
the Quartermaster Food and Container Insti- 
tute for the Armed Forces, and has been 
assigned No. 737 in the series of papers ap- 
proved for publication. The views or conclu- 
sions contained in this report are those of the 
authors. They are not to be construed as 
necessarily reflecting the views or indorsement 
of the Department of Defense. 


PREVALENT problem in consumer 

research is to determine the optimum 
in product design, processing technique, or 
distribution method. The customary ap- 
proach to solving this problem has been to 
test different possibilities with consumer 
groups in order to learn which is preferred 
to other possibilities, 

The ones tested are often those already 
believed by business management to be 
near the optimum, and for this reason 
significant differences are not easily de- 
tected. In multi-dimensional problems 
there may be many possibilities to test; yet 
assurance is lacking that the true optimum 
is among the possibilities tried. Although 
confidence limits are readily stated in com- 
paring different possibilities, the question 
remains whether the actual optimum was 


* ABOUT THE AUTHORS: Purnell H. Benson is a 
consultant in consumer and personnel research with 
an office in Madison, New Jersey. He has been 
applying principles of mathematical optimization to 
consumer preference problems since 1955. 

Francis J. Pilgrim is Assistant Chief, Food Ac- 
ceptance Branch, Quartermaster Food and Container 
Institute, Chicago, Illinois. Both Dr. Pilgrim and 
Dr. Benson are separately authors of numerous sci- 
entific papers. 


Testing Less Desirable 
Product Possibilities 


@ PURNELL H. BENSON AND FRANCIS J. PILGRIM 


Using the rationale of mathematical optimization, a procedure is 
described for systematically determining an optimum point of consumer 


procedure makes more efficient use of consumer data than 
trial-and-error testing of product alternatives. 


included among the product forms which 
were tested. 

In place of inefficient and inconclusive 
trial-and-error testing, optimization analy- 
sis proceeds by empirical definition of the 
mathematical curve involved and computa- 
tion of its optimum point.! Distinctive prob- 
lems of method arise when consumer pref- 
erence is the variable to be optimized. A 
procedure for optimizing consumer pref- 
erence under cost restriction has been de- 
scribed by one of the present authors.” 

The present article reports a test, using 
food-preference data, when product quali- 
ties do not entail appreciable cost. The 
problem is to determine the optimum time- 
temperature integral, known as the “Fo” 
value, at which pork and gravy should be 
processed during canning for maximum 
palatibility to the consumer. 


DATA FOR THE TEST 


Preference data were collected from 135 
consumer respondents. Each of the re- 


1G. E. P. Box, “The Determination of Opti- 
mum Conditions,” in O. L. Davies, editor, De- 
sign and Analysis of Industrial Experiments 
(New York: Hafner Publishing Company, 
1956), Chap. 11. 


2 Purnell H. Benson, “A Model for the Anal- 
ysis of Consumer Preference and an Explora- 
tory Test,” Journal of Applied Psychology, Vol. 
89 (October, 1955), pp. 375-381; “Optimizing 
Product Acceptabiilty through Marginal Pref- 
erence Analysis,” Quality Control and the Con- 
sumer Conference (Rutgers: The State Uni- 
versity, 1957), pp. 67-94; “A Psychometric 
Approach to Predicting Consumer Preference,” 


Personnel Psychology, Vol. 13 (Spring, 1960), 
pp. 71-80. 
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spondents rated four of the six samples 
prepared by meat-packing companies at 
different Fo values for time and tempera- 
ture during canning. The consumer rating 
instrument used was a nine-point scale with 
categories from “dislike extremely” (scale 
value of —4) to “like extremely” (scale 
value +4).° The standard error of the mean 
preference rating adjusted for company 
and replicate variability was .24. The mean 
preference ratings for canning at the six 
Fo values were: .1, 1.83; 1.0, 2.10; 3.0, 2.23; 
5.0, 2.13; 7.0, 1.90; 9.0, 1.43. 


TEST FOR THE OPTIMUM 

According to principles of calculus, pref- 
erence is maximized for horizontal quali- 
ties (that is, qualities whose cost is negli- 
gible) at the point where the marginal 
preferences (that is, the derivatives of the 
preference-quality function with respect to 
the qualities) are equal to zero. At this 
point small increments in qualities produce 
no change in preference. In the case of a 
single quality, such as the Fo value, the 
maximum is seen as the top of a curve, 
at the point where the slope of the curve 
is zero. At this point the second derivative 
of the curve is negative. 

When a restricted range of the curve 
about the maximum is considered, a para- 
bolic function may provide a satisfactory 


8 David R. Peryam and Francis J. Pilgrim, 
“Hedonic Scale Method of Measuring Food 
Preferences,” Food Technology, Vol. 11 (Sup- 
plement, 1957), pp. 9-14. 
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approximation. The parabolic function is 
open to question, and in doubtful situations 
detailed study of a number of points along 
the curve is needed. After the general 
shape of the curve for a particular situa- 
tion is known, replicate studies can be made 
with fewer points. In the present problem, 
examination of the preference ratings for 
the six Fo points indicates that a parabola 
is an acceptable approximation. 

The six points were grouped by adjacent 
pairs and an exact fit made of a parabola 
to the resulting three sets of means for the 
Fo values and preference ratings. If a 
least-squares fit is made, the determination 
of confidence limits for the optimum is 
complicated by the difficulty of evaluating 
the covariance of the coefficients for the 
linear and squared terms of the parabola. 
In usual survey practice it is known from 
previous studies what shape of curve is 
involved, and the problem is to define the 
position of this curve during the investiga- 
tion of closely related consumer products. 
The formulas given here are simpler to use 
than least squares ones and are more often 
applicable to usual product testing. 

The three points of Fo value and pref- 
erence rating to which a parabola was 
fitted in the pork and gravy problem were: 
55, 1.96; 4.0, 2.18; 8.0, 1.66. For the 
equation Y =~ a + b X +c X?2, Y being 
the preference measurement and X the Fo 
value, the constants in terms of the three 
points (Y,, X,), (Yo, X_) and (Y;, X;) 
are given by: 


Y¥3X,Xo(X_ — + — + YoX, Xz (X, — X;) 


(X,—X,) (Xj — Xz) 


b= 


Y3(Xq? — X,?) + (X,? — + Y.(X,? — X,?) 


(Xg—X,) (X, — 


Yg(X_— X,) + (Xs — + Yo(X, — 


(X,— X,) (X; — (X, — Xs) 


The equation obtained by substituting values for the three points is Y = 1.87 
+ .182 X - .0260 X*. The maximum of this curve is obtained by differentiating 
Y with respect to X and setting the derivative equal to zero. The formula for 
X,, the X value at the maximum of Y = a + b X + c X2, in terms of the three 


points which fix the parabola is: 


Ys; (X,? X;?) + Y; (X,? X,?) + Yo (X,? X;?) 


Xo = — + ¥,(X,—X,) + 
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Substituting the appropriate values, we 
obtain X, = 3.5, which is the calculated 
optimum value of Fo for canning pork and 
gravy for the sample of respondents 
studied. The next step is to consider confi- 
dence limits within which this optimum 
has been established. 


CONFIDENCE LIMITS FOR THE OPTIMUM 


Since the formula defining X,, the 
optimum value of the time-temperature 
integral, is given as a ratio, the standard 
error for X, can be obtained from usual 
formulas for the standard error of a ratio. 
These formulas involve the variances and 
covariance of the numerator and denomi- 
nator of the ratio. One of the formulas 
is simpler but can be used reliably only 
when the variance of the denominator 
is small compared with the size of the 
denominator, that is, when the coefficient 
of variation (the ratio of the standard 
error to the mean) for the denominator 
is less than .05. In practical terms, this 
condition exists when the curvature of 
the parabola is sharp so that its peak is 
clearly defined by the points selected. The 
formula for the standard error of the 
ratio which can then be used is: 


2 2 


where SE is the standard error, the 
numerator and denominator of the frac- 
tion for X, are represented by u and w, 
and variances and covariance of numera- 
tor and denominator are represented by 
S*u, S*w and Suw. 

The variances and covariance of the 
numerator and denominator in the fore- 
going expression for X, are readily 
obtained when it is recognized that the 
X values appear as constants and that 
the variances of the Y values are inde- 
pendent of each other after elimination of 
company and replicate variability in pref- 
erence ratings as previously referred to. 
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Substituting appropriate values and 
using S*Y = (.24)%, the standard error 
of the optimum is found to be 8. We 
could then say that 95 percent of the 
time the true optimum exists between 
an Fo value of 1.9 and 5.1 if the coeffi- 
cient of variation were small. However, 
this coefficient, Sw/w, is 3.0997/5.4983 = 
.58. Hence Fieller’s formula must be used 
for more exact definition of confidence 
limits of the ratio. In this case we solve 
for the numerical values of the confidence 
limits in the quadratic expression: 


(u? — t? S2u) —2R (uw—t?Suw) + 
R? (w? — t? S¢w) = 0, 


where t is the level of confidence ex- 
pressed in standard deviation units and 
the solution for R defines the lower and 
upper confidence limits. 

Due to sampling fluctuation in the 
three preference ratings to which the 
parabola is fitted, it is possible that the 
resulting parabola is upside down with 
a minimum instead of a maximum. If 
there are strong empirical reasons for 
excluding the possibility of an inverted 
parabola, it is not necessary to consider 
the statistical probability of its occurring. 
Analogous to using the one-tailed test 
from the normal curve when occurrence 
of events within the other tail is an 
impossibility, a statistical test can be 
applied for the confidence limits of the 
point of zero slope which must be a 
maximum. The assumption is made that 
the parabola can only be one which opens 
downwards, since overcooking is known 
to quickly destroy flavor. 

In carrying through the analysis of 
confidence limits for a maximum only, 
first the probability level is investigated 
at which the confidence limits become 
infinite due to flattening of the three 
points defining the parabola. Beyond this 
level the parabola becomes inverted with 
a minimum, rather than a maximum, at 


[ (X_? — X37)? + — X,?)2+ (X,? X,?)?]/2, 
S?w = 2S*Y — X,)? + (X;— X,)?+ (X, — X,)?], 


Suw = (X, X;) (X,? + (X; X;) — X,?) + (X, Xs) (X,? — X.*). 
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the point of zero slope of the parabola. 
The confidence limits become infinite when 
the coefficient of R? in Fieller’s formula 
is equal to zero, ie. when t = w/Sw. 
Substituting the values for w and Sw, 
we obtain t = 1.73. This number of stand- 
ard deviation «nits corresponds to a 
probability leve} of .084. This is the 
statistical possibility that variation in the 
preference ratings may reflect an inverted 
parabola. 

What are the confidence limits for the 
optimum Fo value outside of which the opti- 
mum falls .05 of the time but not in the 
zone of the inverted parabola? These 
limits can be computed by adding .05 to 
the .084 for the range of inversion and 
then solving for overall limits at the .134 
level of probability in the Fieller formula. 
At this level t is 1.49 in standard devia- 
tion units. Algebraic solution for R then 
defines the numerical confidence limits 
within which the Fo value falls .95 of 
the time to be 4.4 and —2.2. 


FITTING THE PREFERENCE-QUALITY FUNCTION 


The efficient fitting of a curve requires 
use of experimental products substantially 
removed from the optimum. It may be 
asked: Why pay money to test products 
or processes which have no chance of 
practical use? Collecting data about points 
substantially removed from the optimum 
increases the precision with which the 
preference function and its optimum are 
known. If the shape of the function is 
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known to be parabolic, the needed curve 
can be fitted to three points, which should 
be evenly separated with one on each side 
of the maximum and an intermediate point 
-in between. 

How far to move from the suspected 
optimum in selecting experimental points 
depends upon several considerations. 
From a purely mathematical standpoint, 
the more dispersed are the points, the 
more precise is the fit. On the other hand, 
consumers do not rate unfamiliar prod- 
ucts not suitable for use with the same 
degree of accuracy as those products with- 
in the zone of familiarity. To obtain pref- 
erence ratings for unrealistic points on 
the quantitative continuum would increase, 
rather than reduce, the error with which the 
optimum is located. 

Also, a curve which imperfectly approxi- 
mates the true preference function will 
produce an increasingly distorted esti- 
mate of where the maximum exists as the 
qualities rated become removed from the 
maximum of the curve. The fit of a sym- 
metrical parabola becomes more and more 
erroneous with the use of extreme values 
if the true preference-quality function is 
not symmetrical. Where departure from 
symmetry is suspected, a curve with 
square-root, cubic, or higher order terms 
should be fitted to preference ratings for 
four or more points along the continuum. 
However, the symmetrical parabola is 
usually the simplest and most practical 
type of curve to use in product testing. 
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Use of a Scaling Technique 
in Surveys 


E DEVELOPMENT of questionnaires 

that probe latent variables, such as 

attitudinal set, and that can be efficiently 

administered to large samples is greatly 
needed. 

Yet most of the changes in question- 
naire design that have occurred in the 
past decade, largely the product of tech- 
niques borrowed from the repertoire of 
clinical psychologists, have not been as 
fruitful as anticipated because of the 
inappropriateness of many of these tech- 
niques for sample surveys. Typically these 
techniques require specially trained inter- 
viewers, which creates problems of re- 
cruitment and cost that have made it 
impractical to use them in large-scale 
sample surveys. And the quantification 
of the data, if at all possible, usually 
involves a cost out of proportion to their 
value. 

The easy way out has been to restrict 
sample surveys to the measurement of 
overt behavior and to those beliefs and 
ideas that respondents can put into words 
reliably and without difficulty. An unfor- 
tunate consequence of this has been the 


* ABOUT THE AUTHOR. Irving Crespi is a Vice 
President of The Gallup C-raanize*ion, Inc. Previous 
to joining the firm in 1956, he was Assistant Pro- 
fessor of Sociology at Harpur College, State Univer- 
sity of New York. He received his doctorate in 
sociology from The New School. 

From 1951 to 1953 Dr. Crespi served as a Psy- 
chological Warfare Officer in the U. S. Air Force. 
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The use of scaling techniques in sample surveys provides a way of 
introducing a "qualitative" dimension. However, the pro 
many scaling techniques requires a greater expenditure of fi 
money than is possible in most consumer surveys. 

A scaling technique is described here which provides an economical 
way of obtaining data comparable in many ways to those obtained by 
the semantic-differential technique. 


use of 


time and 


rise of an artificial distinction between 
“quantitative,” and allegedly superficial, 
sample surveys versus “qualitative,” and 
presumably analytical, depth studies based 
on small, unrepresentative samples. 


SCALING TECHNIQUES 

One of the most promising approaches 
to investigating latent variables is the 
use of scaling techniques which can 
measure aspects of attitudinal structure 
not determinable through the analysis of 
responses to single items. Inhibiting their 
use in consumer research, however, is 
the usually elaborate nature of the 
required analysis. Guttman scales, for 
example, should be validated for each 
population to which they are to be 
applied.1 But this is a procedure which 
can seldom be adhered to in consumer 
surveys, because of time and money. Also, 
too often the items used form a quasi- 
scale, which raises doubts as to the valid- 
ity of the analysis.2 Partly because of 
these difficulties, there has not been as 
widespread use of Guttman scales in con- 
sumer research as might be expected. 

Another scaling method which has 
generated considerable interest is the 
semantic differential, developed by Osgood 


1Samuel A. Stouffer, Louis Guttman, and 
others, Measurement and Prediction (Prince- 
ton: Princeton University Press, 1950), p. 82. 


2 Same reference as footnote 1, p. 89. 
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and his associates.* Its proper application 
in consumer research has also been inhib- 
ited for a number of reasons. One practi- 
cal problem is the fact that the volume 
of measurements obtained can often create 
a data-processing “log jam.” This diffi- 
culty is compounded by the fact that full 
utilization of the data is dependent upon 
fairly complex analyses which may re- 
quire expensive data-processing equip- 
ment. Thus, the data are often subjected 
to a simplified analysis which does not 
make full use of the method’s potential. 

A further difficulty encountered is that 
the applicability of word scales theoreti- 
cally derived on the basis of factors such 
as “evaluation,” “potency,” and “activity” 
is not always apparent. That is, for the 
solution of an immediate problem at hand, 
in contrast to long-term research objec- 
tives, such theoretical scales may not 
appear to have practical applications. 

As a consequence, a number of arbi- 
trarily defined ad hoc scales are set up 
by using pairs of contrasting adjectives 
which are deemed to be directly applicable 
to the problem being investigated. While 
there are many practical reasons for doing 
80, a specific and basic value of using 
the semantic differential, namely, that 
measurements can be related to a body 
of developing theory, is thereby lost. If 
such ad hoe scales are used, any workable 
scaling technique is acceptable. 


AN ALTERNATIVE APPROACH 

In 1957 the author adapted an attitude 
scale device to be used in conjunction 
with adjective lists, to obtain data in 
many ways comparable to what are ob- 
tained through the semantic differential. 
There seemed to be little practical value 
in using word scales specifically derived 
from the theoretical factors identified by 
Osgood. Furthermore, difficulty was en- 
countered in selecting antonyms, for cer- 
tain of the adjectives to be used, which 
would be in the working vocabulary of 
poorly educated people. 


8 C. E. Osgood, G. J. Suci, and R. H. Tannen- 
baum, The Measurement of Meaning (Urbana: 
University of Illinois Press, 1957). 
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The solution arrived at was to use a 
tex-point scaling device (first used in a 
nation-wide survey in the United States 
in 1951) in conjunction with an adjective 
list prepared in terms of the particular 
characteristics of interest. The scale was 
used to measure the extent to which 
respondents believed that individual ad- 
jectives accurately described the subject 
of the study. In this way, the problem was 
avoided of finding usable antonyms for 
each adjective while still applying the 
scaling principle to the word-association 
test. 

The scale device used, the Stapel scale, 
is a ten-point non-verbal rating scale 
ranging from +5 to —5 which measures 
direction and intensity simultaneously.‘ 
See Figure 1. 

While scale positions are numbered, it 
cannot be assumed that intervals are equal 
or that.ratings are additive. The purpose 
of numbering is merely to facilitate re- 
sponses in a personal interview. Similar 
in some ways to “thermometer” scales, the 
Stapel scale differs in that a positive and 
negative direction, from an assumed zero 


point, is indicated. 


Comparison With Semantic Differential 

There are three technical ways in which 
using the Stapel scale in conjunction with 
adjective lists differs from the semantic 
differential : 

1. Instead of pairs of contrasting ad- 
jectives, such as hot-cold, being used 
as poles of a single scale, adjectives 
are tested separately. 

2. Points on the scale are identified by 
number (Some researchers have mod- 
ified the semantic differential by num- 
bering scale positions) . 

3. A ten-point scale is used rather than 
a seven-point scale, as is the most 
common practice for the semantic 
differential. 

Common to both techniques is that, 

in contrast to the usual adjective test 
which requires forced choices whereby 


* Devised by Jan Stapel, Co-director of the 


Netherlands Institute of Public Opinion, an 
affiliated member of Gallup-International. 
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respondents decide whether or not an 
adjective applies to the item being tested, 
a measurement is provided of the degree 
to which respondents think an adjective 
does or does not apply to that item. That 
is, both techniques apply scaling to word 
association tests. 


Measuring Product images 


To illustrate the application of the 
Stapel scale to adjective lists, let us con- 
sider a problem such as might be investi- 
gated by use of the semantic differential. 
In this case, it was desired to use an 
adjective list to profile the “styling image” 
of four different appliance designs. A 
list of ten adjectives and phrases was 
compiled, and respondents were instructed 
to use the Stapel scale to rate how accu- 
rately or inaccurately these words de- 
scribed the four appliances: “You would 
select a plus number for words that you 
think describes an (appliance) accurately. 
The more accurately you think the word 
describes it, the larger the plus number 
you would choose. You would select a 
minus number for words you think do not 
describe it accurately. The less accurately 
you think a word describes it, the larger 
the minus number you would choose. 
Therefore, you can select any number 
from +5, for words that you think are very 
accurate, all the way to —5, for words 
that you think are very inaccurate.” 

Scores were computed on a scale from 
zero to one hundred on the basis of the 
percentage distribution of responses over 
the scale. In Table 1 are shown the scores 
for two of the appliance designs, one 
which is now leading the field in sales 
and one which is trailing. 

The general comparability of the pro- 
file in Table 1 to the type of profile 
obtained by using the semantic differential 
is apparent. Since scores are based on 
percentage distributions, it is a simple 
matter to determine whether differences 
are statistically significant. This type of 
analysis is very useful when pre-testing 
designs to investigate what styling char- 
acteristics, if any, should be modified 
before the design is put into production. 
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Ficure 1. Stapel scale. 
Value of the Method 

The scores in Table 1 illustrate that 
this method has an economical advantage 
as compared with the semantic differen- 
tial, stemming from the fact that scales 
using adjectives with contrasting mean- 
ings need not be constructed. Without 
preliminary analysis, one might intuitively 
decide that “neat” and “elaborate” should 
form the poles of a single word scale. 
However, as the data show, in this case 
they are not contrasting but supplemen- 
tary adjectives. 


TABLE 1 


COMPARISON OF STAPEL SCALE STYLING IMAGE 
Scores ror Two APPLIANCE DESIGNS 


Sales Leader Sales Trailer 


Modern looking 64 15 
Neat 27 ll 
Elaborate 21 0 
Feminine 21 9 
Durable 19 7 
Efficient looking 14 10 
Bulky 12 10 
Compact 4 21 
Light 2 ll 
Masculine 2 6 
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Since word pairs were not used, it was 
1ot necessary to pre-test the relationships 
between the meanings of any of the 
specific adjectives used. Thus, in this 
vase it was possible to obtain measure- 
ments that, in general, are comparable 
to what might be obtained by using ad hoc 
word scales for use in a semantic-differ- 
ontial test, with some savings in time. 

Both in interviewing and data-proces- 
ying, the method is economical. It can 
be used either in personal interviews or 
in self-administered questionnaires. On 
the average, four or five designs have been 
judged against as many as ten to fifteen 
adjectives in less than ten minutes in a 
personal interview. Furthermore, in con- 
tyast with projective methods and in 
cpmmon with most scale tests, any com- 
yetent interviewer can be trained to 
g¥dminister this test; it is not necessary 
» recruit interviewers trained in adminis- 
ring psychological tests. And, since 
oring is based on the percentage distri- 
Wition of ratings, a counter-sorter is all 
-hat is needed to process the data cards. 


Measuring Social Perceptions 
In addition to knowing the structure 
of attitudes toward an item in terms of 
what it is perceived to be in and of 
itself, something that adjective lists “get 
at,” it is also of value to measure the 
“social image” of designs, brands, or cor- 
porations. For example, to what extent is 
a floor covering seen as appropriate for 
homes at different price levels? Or, to 
what extent are alternative automobile 
styles associated with occupations located 
differentially in a prestige hierarchy? 
To answer questions such as these, a 
common practice has been to ask respon- 
dents to allocate their judgments on an 
all-or-none basis: For example, either this 
is or is not a banker’s make of car. It 
seemed that the application of the scaling 
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principle to this type of question would 
be a desirable refinement in technique. 

For this purpose respondents have been 
asked to use the Stapel scale to measure 
the extent to which they believe each 
social type is identified with the item in 
question. The fact that pairs of contrast- 
ing types are not necessary to construct 
(as would be the case for the semantic 
differential), is of particular advantage 
in this application since social types which 
differ radically from each other do not 
necessarily constitute opposites. In this 
way it is possible to get respondents to 
report, in a single response, whether or 
not the item being tested has a particular 
symbolic significance for them, and also 
the extent to which it does or does not 
have this significance. 

The compilation of such responses as ob- 
tained from a large representative sam- 
ple provides a reliable measurement of 
the social perceptions of the consumer 
population being surveyed. The profile 
of the “social image” that results can be 
considered a measurement of the symbolic 
content of, for example, consumer goods 
within a market or any segment thereof. 
Furthermore, it becomes a _ relatively 
simple matter to chart changes in the 
symbolic meaning of a product, the trans- 
mission of meanings from one segment 
of the market to another, or the loss of 
a particular meaning for that product. 


By assuming that the dimensions of 
direction and intensity can be meaning- 
fully applied to factors which characteris- 
tically have been treated as “qualitative,” 
it becomes possible to utilize scaling tech- 
niques in order to quantify these factors. 
Such quantification is necessary if sample 
survey methods are to be applied success- 
fully to the analysis of consumer behavior. 
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Testimonial to Ralph Starr Butler 


© NEIL H. BORDEN 


IT WAS good to have the pioneering 
contributions to marketing of Ralph Starr 
Butler recorded in the April JOURNAL 
OF MARKETING. In matter of priority in 
pioneering as well as in significance of 
contribution to marketing, his career well 
deserved publication in the series of 
biographies. 

James Playsted Wood’s biography was 
excellent. Probably the outstanding con- 
tribution of Mr. Butler to marketing was 
his encouragement and help to young men 
throughout his long career. I know of no 
marketing executive who has made him- 
self more available and has given more 


¢ ABOUT THE AUTHOR. Neil H. Borden is Professor 
of Marketing at the Harvard University Graduate 
School of Business Administration, former President 
of the American Marketing Association, and dis- 
tinguished author and consultant on marketing. 


encouragement and help to younger men 
than Mr. Butler. 

Mr. Wood tells of the help given Messrs. 
Benton and Bowles in getting their agency 
started. But Mr. Butler’s help to others 
was of many kinds. I can attest to this, 
as one beneficiary of his kindness and 
interest. At a time when he was confined 
by a long convalescence he offered to read 
my manuscript on the Economic Effects of 
Advertising. His -criticisms were many, 
penetrating and scholarly. They helped 
me immensely. Since then, the opportunity 
to talk with him on marketing from time 
to time has provided a stimulus to think- 
ing that has been highly valuable and 
treasured. 

That there have been other younger 
men who have been grateful to him was 
attested when he was presented with the 
Printers’ Ink Gold Medal in 1947 for his 
contribution to advertising. 


ALPHA KAPPA PSI FOUNDATION AWARD 


Alfred Politz was voted the 1961 Alpha 
Kappa Psi Foundation Award for his ar- 
ticle, “The Dilemma of Creative Advertis- 
ing,” which appeared in the October, 1960, 
issue of the JOURNAL OF MARKETING, pp. 1-6. 

Mr. Politz is President of Alfred Politz 
Research, Inc., New York. He has received 
two awards for leadership in the develop- 
ment of scientific standards, and many 
plaudits for his unique contributions to 
marketing research. Mr. Politz pioneered 
in the application of probability sampling 
to marketing studies, devised a statistical 
procedure to eliminate calling back on per- 
sons not at home for interviewing, and in- 
vented “duration sampling”—a long-awaited 
solution to the problem of audience meas- 
urement for outdoor media. Over the years 
he has experimented with various classifica- 
tions of consumers, as to psychological di- 
mensions relevant to their purchasing be- 
havior. 


The Alpha Kappa Psi Award of $100 is 
given to the author of the article appearing 
in the JOURNAL OF MARKETING during the 
previous year adjudged as most worth-while 
by the Editorial Board. Previous winners 
have been: 

*« Robert Ferber, “Sales Forecasting by 
Sample Surveys,” July, 1955, pp. 1-13. 

¢ Wendell R. Smith, “Product Differen- 
tiation and Market Segmentation as Al- 
ternative Marketing Strategies,” July, 1956, 
pp. 3-8. 

« James Bayton, “Motivation, Cognition, 
Learning—Basic Factors in Consumer Be- 
havior,” January, 1958, pp. 282-289. 

¢ Pierre Martineau, “Social Classes and 
Spending Behavior,” October, 1958, pp. 121- 
130. 

¢ Irving S. White, “The Functions of Ad- 
vertising in Our Culture,” July, 1959, pp. 
8-14. 
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Walter Dill Scott 


ALTER DILL SCOTT was a true pio- 
neer in advertising and marketing. 
His great contribution was that of testing 
some of the basic theories and tenets of 
psychology and translating them into a 
language that could be understood and used 
by advertising men. 

Dr. Scott was 
born in Cooksville, 
Illinois, May 1, 1869. 
His formal educa- 
tion was both diver- 
sified and extensive. 
He was graduated 
from Illinois State 
Normal University 
in 1891, received his 
A.B. from North- 
western in 1895, was 
graduated from Mc- 
Cormick Theological 
Seminary in 1898, 
and received his 
Ph.D. in psychology 
from the University 
of Leipzig in 1900. 
He later received 
honorary degrees 
from such schools as 
Cornell and South- 
ern California. 

The productive life of Dr. Scott can per- 
haps be classified into three main cate- 
gories: (1) educator, researcher, writer; 
(2) business consultant and army service; 
and (3) administrator. 

Marketing men have beén influenced pri- 
marily by Scott’s work as an educator, re- 
searcher, and writer. He was a member 
of the teaching and research faculty of 
Northwestern University from 1901 to 
1920. During that time he served as di- 
rector of the psychology laboratory at the 
university and wrote extensively. His first 
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A PIONEER IN MARKETING 


WALTER DILL SCOTT 


By C. H. SANDAGE 


University of Illinois 


important work of direct concern to ad- 
vertising people was his Theory of Adver- 
tising, published in 1903. This work re- 
sulted from a series of articles written at 
the behest of members of the Agate Club 
of Chicago and originally carried in Mahin’s 
Magazine. The articles and book dealt with 
psychological princi- 
ples of significance 
to advertisers, but 
the term “psychol- 
ogy” was left out of 
the title in deference 
to purists who 
might be offended 
by having psychol- 
ogy associated with 
advertising and sell- 
ing. 

It was not until 
1908 that Scott 
brought the terms 
‘‘psychology’’ and 
‘“‘advertising’’ to- 
gether in a major 
publication. This 
was his Psychology 
of Advertising book 
which was destined 
to influence the 
thinking of vast 
numbers of both educators and practi- 
tioners. Scott kept this book active through 
four editions (the fourth edition published 
in 1921). 

Other important publications of Scott 
included: Psychology of Public Speaking, 
1907; Influencing Men in Business, 1911; 
Increasing Human Efficiency, 1911; Psy- 
chology of Advertising in Theory and Prac- 
tice, 1921; Science and Common Sense in 
Working with Men, 1921; and Personnel 
Management, 1923. 

The titles of Scott’s publications indicate 
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A PIONEER IN MARKETING 


a breadth of interests, but all are concerned 
with the psychological foundations on which 
effective communication of impressions and 
ideas are based. His primary concepts 
are still in vogue even though some of 
them are now expressed in more sophisti- 
cated language. He did not use the term 
“model” in his writings, but he clearly out- 
lined the elements of a communications 
model to guide acvertisers in their search 
for entry into the minds and emotions of 
people. 

During World War I Scott served as di- 
rector of the Commission on Classification 
of Personnel in the U. S. Army. He was 
awarded the Distinguished Service Medal 
for “devising, installing, and supervising 
the personnel system in the Army.” He 
also served as’ a Colonel in the Army, 
1918-19. 

Scott spent a year before the war 1916-17, 
as Director of the Bureau of Salesmanship 
Research at Carnegie Institute of Technol- 
ogy. Immediately after the war he or- 
ganized and served as President (1919-21) 
of the Scott Company which functioned as 
consultants and engineers in industrial 
personnel. 

In 1920 he was named President of 
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Northwestern University and served in that 
capacity until his retirement in 1939. He 
died in 1955. 

Certainly the field of advertising owes 
much to Walter Dill Scott. He was a keen 
student of human nature, well-trained in 
psychological theory, highly capable of ap- 
plying his theories to the solution of prac- 
tical problems, and successful in influencing 
many advertisers to follow his counsel, He 
generously shared his thinking with others 
through his extensive writing and thereby 
had a profound influence on the character 
and direction of advertising growth. 


* A PIONEER IN MARKETING. This series of brief 
biographies was established in April, 1956, to pay trib- 
ute to those pioneers in marketing who have achieved 
eminence either as teachers or practitioners and who 
have contributed signally to marketing thought and ad- 
vance. Perry Bliss, Department of Marketing, Univer- 
sity of Buffalo, served as editor of the series, A PIO- 
NEER IN MARKETING through 1960. 

The series is now edited by Donald M. Hobart, 
Senior Vice President and Director of Research, The 
Curtis Publishing Company, and a past national Presi- 
dent of the American Marketing Association. Mr. 
Hobart welcomes nominations of marketing pioneers 
whose careers make them suitable candidates for in- 
clusion in the series. 


Reprints of every article in this issue are available (as long as supply lasts) at 
the following prices: 
Single reprint 

Two reprints 

Three reprints 


1.50 
1.80 


Four to 99, each 
First 100 


Quantity Discount 


Special prices for large quantities. 


Send your order to: 


AMERICAN MARKETING ASSOCIATION 
27 East Monroe Street, Chicago 3, Illinois 
Duplication, reprinting, or republication of any portion of the JOURNAL OF 


MARKETING is strictly prohibited unless the written consent of the American 
Marketing Association is first obtained. 
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By RICHARD C. CHRISTIAN 
Marsteller, Rickard, Gebhardt and Reed, Inc. 
Chicago 


Evaluation of Advertising 


Performance 


NE OF THE axioms of American busi- 

ness is that “advertising pays.” But 
in the area of advertising to business and 
industry, it is virtually impossible for any 
one advertiser to prove this conclusively 
to himself—let alone to find out how much 
it pays. 

Professors Neil H. Borden and Martin 
V. Marshall declare “that you simply can- 
not measure advertising’s effect . . . Meth- 
ods to measure its effect upon consumer 
buying behavior or upon consumer’s mental 
status, short of buying action, are still 
crude and hard to develop.”! 

Richard D. Crisp has gone so far as to 
say: “Unfortunately, there is not even a 
promising approach to an approximate 
measurement of advertising effectiveness 
visible on the farthest horizon.”’2 

Clarence E. Eldridge, formerly Vice 
President in Charge of Marketing of Gen- 
eral Foods and then of Campbell Soup, has 
said: “No method has yet been devised that 


1 Neil H. Borden and Martin V. Marshall, 
Advertising Management Text and Cases 
(Homewood, Illinois: Richard D. Irwin, Inc., 
1959), p. 107. 


2 Richard D. Crisp, “Thinking Ahead,” Har- 
vard Business Review, Vol. 31 (March-April, 
1953), pp. 21, 26-28, 30, 156, 158, 160, at p. 21. 
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will provide an adequate answer to this 
all-important question.’ 

And Lester B. Frankel, Executive Vice 
President of Audits and Surveys Co., has 
stated: “In spite of the budgetary stakes 
involved, the number of attempts to meas- 
ure the importance of advertising and its 
efficiency have not been too successful. 
This is true even in view of the fact that 
we have available the most advanced statis- 
tical techniques and electronic brains that 
surmount almost any problem of com- 
putation.”* 

Meanwhile, DuPont is presently engaged 
in a mammoth project, struggling with this 
problem. And at Arthur D. Little, Inc., a 
number of “pure” scientists have been as- 
signed the task of designing some yard- 
sticks, but with no practical results as yet 
for the most sophisticated marketing and 
advertising men. 

It all depends upon whose subjectivity is 
being relied upon. 

Mark Huntington Wiseman has made a 


8 Clarence E. Eldridge, “Advertising Effec- 
tiveness—How Can It Be Measured?” JOUR- 
NAL OF MARKETING, Vol. 22 (January, 
1958), pp. 241-251, at p. 247. 


4 Tide, Vol. 6 (June 27, 1958), pp. 22-24, at 
p. 23. 
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shrewd suggestion: “It is only when you 
have tested thousands of different adver- 
tisements for all sorts of products in many 
different types of media that you begin 
to amass the data from which indicative 
evidence can be derived.’’® 

This is no special indictment of the ad- 
vertising business. As one top manage- 
ment man has said: “We are not satisfied 
with the present methods of evaluating ad- 
vertising. However, in our company this 
is no more true for advertising than for 
direct sales activities or product service.” 


Hundreds of thousands of dollars have 
been invested in many types of “what- 
happened” advertising research—which 
means readership rating reports. But this 
is not much more than nose-counting of 
people who remembered ads; and few of 
the rating services do much more than 
provide lip service to the advertisers’ in- 
terest in learning “what happened” in the 
minds of the readers. 

Yet it is in this direction that the great- 
est promise of progress in post-evaluating 
ads exists. After all, if the purpose of 
advertising is to change people’s minds— 
to introduce an idea or alter an impression 
or strengthen a conviction—then the meas- 
urement of what happened in people’s 
minds would be a legitimate measurement 
of advertising performance. 

Now, there are several ways of attempt- 
ing to find out what has happened in 
people’s minds—but in all cases it is first 
necessary to examine the state of the minds 
prior to the start of the advertising. You 
have to have the starting point in order 
to know, later, how far you have gone. 


AUDIT SYSTEM 


Professors Borden and Marshall say: 
“The concept of the marketing mix calls 
for management to: 

1. Appraise the strengths and weak- 

nesses of all the elements of its mar- 


5 Mark Huntington Wiseman, The Anatomy 
of Advertising (New York: Harper & Broth- 
ers, 1942), pp. 6-7. 
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keting operation in the light of con- 
ditions in the market place. 

2. Determine and define explicitly its 

marketing objectives. 

3. Determine a marketing plan, including 

a selling plan, that promises to obtain 
those objectives.’’® 

A system of audits, recently developed 
in our firm, is devoted to this concept. 
The over-all objective is to increase the 
effectiveness of advertising—actually, of 
the total communications program. 

The need is to establish guideposts for 
the preparation of a communications pro- 
gram, and to prepare for objective measure- 
ment of the program’s effectiveness. The 
audits are designed to assist both the 
advertising agency and the advertiser bet- 
ter to express the specific objectives of 
the communications program. Use of these 
audits helps to lead to a much more pre- 
cise evaluation of how well that program 
has been accomplished. 

The audits seek to find and appraise the 
answers to the questions: “Where have 
we been? Where do we now stand in the 
market place?” The job of formulating 
objectives, determining the marketing mix, 
and planning strategy then becomes much 
easier. 

This entire procedure and system rests 
on the basis that the decision-making execu- 
tive must analyze market forces and ele- 
ments of marketing if ultimately he is to 
determine a sound mix of marketing ele- 
ments. These elements include advertising, 
sales promotion, personal selling, and pub- 
licity—a mix which is both effective and 
profitable. (Marketing research should also 
be included as an element of the market- 
ing mix because it is the vehicle through 
which the market communicates with the 
seller, as compared with advertising, sales 
promotion, personal selling, and publicity 
which are the vehicles through which the 
seller communicates with the market.) 

Company managements have combined 
the elements of their individual marketing 
operations in many ways, assigning widely 


* Neil H. Borden and Martin V. Marshall, 
same reference as footnote 1, p. 151. 
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varying burdens to these tools. But before 
assigning any jobs to the available tools, 
the marketing problems must be defined 
and isolated. 

Advertising, like personal selling and 
other promotional tools, cannot solve all 
marketing problems. The burden of each 
must be decided in light of the specific 
marketing problems. It is management’s 
responsibility not only to determine what 
the marketing problems are and where they 
exist, but also to decide what the most 
effective mix of the available tools will be 
in overcoming those problems. The audit 
system provides much of the information 
needed for this decision-making process. 

The Audit System consists of three dif- 
ferent steps: 

(1) Marketing Audit 

(2) Attitude Audit 


(3) Communications Audit 


The Marketing Audit 


The purpose of the Marketing Audit 
is to obtain as much information as pos- 
sible about all the functions of a company’s 
marketing organization. It provides infor- 
mation concerning the firm’s history in 
the market piace, its product lines and how 
they are distributed, its sales organization, 


’ promotional efforts, and markets. 


All information for this audit is obtained 
from the company itself. Although the 
information is comprehensive and descrip- 
tive, it reflects only the advertiser’s think- 
ing and opinions. Often its personnel may 
not look on the product lines and sales 
efforts with complete objectivity, and so 
there may be certain inherent biases in 
this information. 

The Marketing Audit determines what 
the company thinks of its market, as con- 
trasted with the Attitude Audit which finds 
out what the market thinks of the company. 


The Attitude Audit 


The Attitude Audit takes over where the 
Marketing Audit ends. It performs one 
basic function—to reflect the attitudes of 
the market. 

It is of incalculable value to know what 
customers and prospects think of the 
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organization and its products. This is 
where Borden and Marshall’s first requisite 
fits in to implement the marketing concept: 
“Appraise the strengths and weaknesses of 
all the elements of the marketing opera- 
tion in the light of conditions in the mar- 
ket place.” 

The Attitude Audit serves to measure 
the opinions of customers and prospects 
toward the company, while at the same 
time measuring what these same groups 
think of competitors and their products. 
This Audit provides the best answer to the 
question: “Where do we stand in the 
market place?” 

Much of the information needed to im- 
plement the Attitude Audit is obtained 
from the Marketing Audit. For it is here 
that the factors vital to the marketing 
and selling of the firm’s products are 
established. These factors differ with each 
type of company, but they are often con- 
cerned with service facilities, durability of 
product, salesman service, technical assist- 
ance, and pricing. For many companies these 
are the factors that determine their success 
in the market. 

A manufacturer should know what his 
customers and prospects think of him in 
these terms. “How do I rate compared with 
my competition?” The Attitude Audit helps 
to establish where the company stands in 
the market, and points out where it is 
weak and where it is strong. The company 
is then better able to take action to over- 
come the weaknesses and take advantage 
of the strengths. Such evidence of the 
industrial firm’s status and position in 
the market place facilitates the development 
of a better measure of advertising and 
communications. 


The Communications Audit 


The purpose of the Communications Audit 
is to bring to one place all the identifying 
factors of the company—the factors which, 
whenever and however they are used, 
say something about the company they 
represent. 

‘This enables the company and its adver- 
tising agency to evaluate the status of, 
and the need for, a corporate family re- 
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semblance of the communications carriers. 
These carriers are believed to be a logical 
extension of the company’s advertising and 
sales program. 

The Communications Audit, usually con- 
ducted simultaneously with the Marketing 
Audit, is concerned with three categories: 
(1) system of names, (2) company identifi- 
cations, and (3) company visuals. This 
means that the following factors are 
evaluated: 

ny 

System of Names Identifications 
Corporate names Trademarks and 


Divisions and symbols 
subsidiaries Logotypes 

Products and brands — 
m y and product 
colors 


Trade names 


Company Visuals 
Advertising, sales promotion, publicity 
Buildings, equipment, and signs 
Corporate literature 
and shipping containers 


12-Second Review of 


MARKETING MEMO 


Stationery, internal & external 
communication forms 

Distribution vehicles (planes, 
trucks, cars) 


The sum total of these impressions is 
essentially the corporate image, identity, 
or character. It is vital to a company to 
maintain a good and unified appearance in 
the market place. This indicates the need 
to evaluate the many different factors 
which transmit visible impressions, so that 
these are not contradictory to the company’s 
basic objectives. 


Although an Audit System is no pana- 
cea, it does provide the “springboard” to 
a realistic appraisal of the total communi- 
cations effort. It is especially valuable to 
industrial marketers who so seldom can 
trace sales directly to advertising. It has 
been found useful both to advertiser and 
agency. 


Where We Stand with Computers 


Computer and allied decision-making techniques will affect the 
marketing man of today. To what extent? The following five 


conclusions tell you... 


(1) Change will not proceed as fast nor as far as some enthusiasts 


have been claiming. 


(2) Professional experts in the new technology will occupy posi- 
tions of growing significance in the organization and will 
have an increasing influence on the whole system of informa- 
tion processing and decision-making. 

(3) The marked trend toward decentralization of decision-making 
in large organizations will be slowed down and in part re- 


versed. 


(4) The tasks of middle management will resemble more closely, 
not less closely, the tasks traditionally associated with top 


management. 


(5) The most successful managements will act promptly to 
strengthen their understanding of the capabilities as well 
as the limitations of the new technology. 


—Melvin Anshen, “The Manager and the 
Black Box,” Harvard Business Review, 
Vol. 38 (Nov.-Dec. 1960), pp. 91-92. 
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KENNETH J. CURRAN, Editor 
Colorado College 


MORRIS J. GOTTLIEB 
Market Facts, Inc., Chicago 


The most important recent developments in 
the legal framework within which marketing 
must function are reported under the topical 
outline presented below. More detailed infor- 
mation about individual items may be obtained 
by reference to the source cited for each case. 
References to CCH are to the Commerce 
Clearing House Trade Regulation Reporter. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 
. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maxi- 
mum) 
- REGULATION OF CHANNELS OF 
DISTRIBUTION 
A. Operating Features of Marketing In- 
stitutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


. REGULATION OF UNFAIR COMPE- 
TITION 
A, Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


. PROCEDURAL AND MISCELLANE- 
OUS DEVELOPMENTS 


MARSHALL C. HOWARD 
University of Massachusetts 


RAY O. WERNER 
Colorado College 


I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


United States v. Penn-Olin Chemical Co., 
et al., CCH 945,061, Case No. 1583 (January, 
1961). [K.J.C.] 


An increasingly popular form of partial 
merger between competitors or potential com- 
petitors in recent years has been the joint 
venture whereby the competitors create a 
commonly-owned corporation to engage in some 
activity. For example, in the case here re- 
ported, the Olin Mathieson Corporation and 
the Pennsalt Chemicals Corporation, both im- 
portant producers of chemicals, created the 
jointly-owned Penn-Olin Chemical Company to 
operate a six-million-dollar plant for the pro- 
duction of sodium chlorate. 

This suit just filed by the Department of 
Justice to block the Penn-Olin joint venture 
is the first time this growing practice has 
been challenged in the courts. The Government 
contends that it violates both Section 7 of the 
Clayton Act and Section 1 of the Sherman 
Act. As probably will be true of many joint 
ventures, much of the Government’s case will 
have to be built on the elimination of potential 
competition between the joint-venturers, since 
Olin Mathieson at least has never actually 
produced the product concerned, although it 
is a consumer of it. Obviously, however, in the 
absence of such a joint undertaking, the two 
chemical companies might expand independ- 
ently into the sodium chlorate field in the 
future and find themselves competitors instead 
of partners. 


B. Collusive Practices aby: 


Eastern Railroad Presidents’ Conference, 
et al., v. Noerr Motor Freight, Inc., et al., 
81 S. Ct. 523 (February, 1961). [K.J.c.] 
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Every so often, among the myriad antitrust 
suits filed each year one appears that presents 
a really original issue. Such a case is the 
one reported here which concerns an alleged 
restraint of trade and effort to monopolize 
through political action. The facts of the case 
were presented in the JOURNAL OF MAR- 
KETING, July, 1960, at the time that the 
Court of Appeals (3rd Circuit) delivered its 
opinion, but will be summarized briefly. 


A segment of the long-distance trucking 
industry brought a treble damage suit against 
some 24 Eastern railroads and their Presi- 
dents’ Conference, charging that they had 
violated the Sherman Act by political activity 
designed to promote legislation unfavorable to 
the trucking industry and to obstruct legisla- 
tion that would aid it. The activities of the 
railroads were distinguished from legitimate 
political activities by their malicious and de- 
ceptive nature. According to the truckers, they 
were designed to injure the trucking industry 
and to destroy its good will with the public. 
Moreover, they were promoted through false- 
front citizens’ organizations which concealed 
the role played by the railroads. 

In spite of the fact that the truckers them- 
selves had been guilty of very similar activi- 
ties, the District Court upheld the charges 
against the railroads, and its ruling was 
affirmed by the Court of Appeals. However, 
the Supreme Court has now reversed the 
decisions. 


Concerning the main charge of the malicious 
nature of the railroads’ political activities, 
Mr. Justice Black of the Supreme Court said: 
“It is neither unusual nor illegal for people 
to seek action on laws in the hope that they 
may bring about an advantage to themselves 
and a disadvantage to their competitors .. . 
Indeed, it is quite probably people with just 
such a hope of personal advantage who pro- 
vide much of the information upon which 
governments must act. A construction of the 
Sherman Act that would disqualify people 
from taking a public position on matters in 
which they are financially interested would 
thus deprive the government of a valuable 
source of information and, at the same time, 
deprive the people of their right to petition 
in the very instances in which that right may 
be of the most importance to them. We reject 
such a construction of the Act and hold that, 
at least insofar as the railroads’ campaign 
was directed toward obtaining governmental 
action, its legality was not at all affected by 
any anticompetitive purpose it may have had.” 

According to Mr. Justice Black, the false- 
front technique, although widely employed, 
“falls far short of the ethical standards 
generally approved in this country.” But the 
ethics are political ethics with which the 
Sherman Act has nothing to do. 


C. Market Exclusion Tactics 


United States v. Loew's, Inc., 
169,869 (D.C. S. N.Y., December, 
[K.J.c.] 


Block booking of motion picture films has 
again come into the limelight by this decision 
of a District Court in six consolidated suits 
concerning this practice in the licensing of 
films for television use. In spite of the length 
of the Court’s opinion, there is, however, con- 
siderable question whether the legal status of 
the practice has been clarified or only further 
confused. 

Judge Dawson, who wrote the opinion, 
pointed out that block booking of films is a 
form of tied-in selling, which has consistently 
been held to be illegal whenever the seller was 
in a dominant position in the market for one 
of the tied products. The defendants’ conten- 
tion that block booking—tying the licensing 
of one film to the licensing of others—was not 
illegal because none of the film distributors 
enjoyed market dominance was rejected be- 
cause the distributors clearly enjoyed a copy- 
right monopoly over their £!:ns and each film 
was unique. 

The Court’s conclusion concerning block 
booking was that the practice was not illegal 
unless the licensor refused requests to split 
the blocks and to license films on an individual 
basis. In the words of Judge Dawson: “They 
(the defendants) had a right to license films 
in blocks or packages and to use arguments to 
persuade the licensees that it was desirable to 
purchase the films in blocks or packages rather 
than individually. Illegality would enter only 
when representatives of the defendants re- 
fused to do business in any way other than 
by licensing the feature films as part of a 
package.” 

What has been said thus far about the 
Court’s decision seems both clear and reason- 
able. However, other features of the decision 
make one wonder whether the Court was really 
interested in eliminating block booking or only 
in making busines conform outwardly to cer- 
tain standards of conduct. For example, Judge 
Dawson states that a distributor may not 
only offer films in blocks but may refuse 
temporarily to consider counter offers for 
splitting the package while it scouts around 
to see whether it can find a taker for the 
whole package. He states also that to establish 
an illegal tie-in through pricing differentials, 
it is necessary to show that for a relatively 
small number of selected films, a TV station 
must pay a price substantially as high as the 
price charged for a much larger package. 

Thus Judge Dawson seems to outlaw block 
booking de jure but to permit it de facto, for 
it takes no great imagination to picture how 
distributors may use their pricing policies 
to make it uneconomic to license films except 
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in blocks or how they can utilize competition 
among television stations to discourage nego- 
tiation for individual films by threats to shop 
around to see whether some one will take the 
whole package. 

Another feature of this decision, which in- 
cidentally found the defendants guilty, was 
the refusal of the Judge to grant the Govern- 
ment’s request for an order requiring the 
defendants to renegotiate the terms for films 
that had been illegally livensed in blocks. 
According to the Judge, the responsibility of 
the Government was only to see that the 
interest of the public was protected by en- 
joining illegal block booking in the future. To 
require the renegotiation of past contracts 
would be to protect private interests, and to 
protect such interests the private parties al- 
ready have an adequate means—namely, the 
treble damage suit. 


Il. REGULATION OF PRODUCT 
CHARACTERISTICS 


C. Packaging and Conditions of Sale 


1. Hunter Mills Corp., William Trakin- 
ski and Simon Trakinski v. Federal Trade 
Commission, CCH {69,868 (CA-2, December, 
1960). 


This appeal from a Federal Trade Com- 
mission order arises from provisions of the 
Wool Products Labeling Act. The Commission, 
after hearing expert but contradictory testi- 
mony, had ruled that Hunter Mills had mis- 
labeled an interlining fabric as 100% re- 
processed or reused wool when its content had 
been adulterated significantly below the level 
of tolerance defensible as “unavoidable devia- 
tion in manufacture.” Hunter Mills appealed 
the decision. 

Two very simple issues were decided by 
the Court. First, the testimony of neither of 
the two experts who reached different factual 
conclusions by utilizing different product test- 
ing techniques was impeached by the testimony 
of the other. A conflict in expert testimony is 
a matter for resolution by the Federal Trade 
Commission. The Commission, therefore, may 
accept the testimony of one, both, or neither 
of the experts; passing on the qualifications 
of expert witnesses is one of the unavoidable 
duties of the Commission. Second, the wide 
discretion of the Federal Trade Commission 
in remedying abuses under the Wool Products 
Labeling Act was affirmed. The Court upheld 
a desist order prohibiting violations of a sub- 
section of the Act which, it had been speci- 
fically determined by the Commission, had not 
been violated. Only the words of the Court 
can serve to spotlight the near-audacity of this 
ruling. Judge Lumbard, speaking for the 
unanimous Court, declared: 
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“The petitioners further contend that the 
order could not require them to desist from 
violations of Section 4(a)2(C) of the Act— 
which requires that the manufacturer’s name 
be affixed to the wool product—when the trial 
examiner found expressly that the labels on 
their products conformed to that subsection. 
However, the Commission has wide discretion 
in choosing the remedy adequate for each par- 
ticular situation, and we cannot say that it 
constituted an abuse of discretion to decide 
that related acts of misbranding were likely 


enough to warrant strong preventive meas- 
ures.” 


2. Morton’s Inc., et. al. v. Federal Trade 
Commission, CCH {69,898 (CA-1, January, 
1961). [R.0.w.] 


Practical business guides emerge from this 
legal challenge to the Federal Trade Com- 
mission decision based on alleged violations 
of the Fur Products Labeling Act. In uphold- 
ing the Commission’s ruling that the Act had 
been violated by Morton’s, the retail furrier, 
the Court decided six related issues, First, 
advertising of furs in newspapers distributed 
in interstate commerce constitutes advertising 
in commerce as regulated by the Act even if 
sales of furs were purely intrastate. Second, 
advertising of fur products at prices “reduced” 
from a normal markup of the regular whole- 
sale price rather than upon the actual special 
markup of a reduced wholesale price consti- 
tutes deceptive advertising. Third, when spe- 
cific furs are advertised, the advertising of 
misbranded fur products must attract cus- 
tomers specifically to the misbranded products 
to constitute a violation of the Act. Fourth, 
if a general class of fur products is advertised, 
the misbranding of any fur in that class con- 
stitutes a violation of the Act. Fifth, mis- 
labeling of furs occurs when insufficient in- 
formation is given, when required and 
non-required information are mingled, and 
when handwriting is used in labeling. Sixth, 
if records upon which advertising claims, 
whether false or true, are based are full and 
adequate the provisions of the Act are not 
violated even though the records fail to prove 
the accuracy of the representation. 


Ill. REGULATION OF PRICE 
COMPETITION 


A. Price Discrimination 


1. White House Milk Co., Inc. v. John 
W. Reynolds, Atty. Gen., et. al., CCH 69,867 
(Wisconsin Supreme Ct., December, 1960). 
[R.0.W.] 


This decision by the Wisconsin Supreme 
Court continues the controversy about the 


legitimate area of legislative regulation of the 
pricing of dairy products. Until this challenge, 
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the Wisconsin statute prohibiting price dis- 
crimination in dairy product marketing, )-st 
amended in 1923, had been accepted as con- 
stitutional. In December, 1959, however, the 
Wisconsin Circuit Court of Dane County ruled 
that the Wisconsin Dairy Products Law vio- 
lated the due process clause of the United 
States Constitution. (See JOURNAL OF 
MARKETING, October, 1960.) The Wisconsin 
Supreme Court has now overruled the Circuit 
Court; an appeal to the United States Su- 
preme Court can be anticipated. 

The basis upon which the constitutionality 
of the law was upheld is simple. The Court 
adopted the customary judicial presumption 
of constitutionality of a statute. It observed 
that only a conclusive challenge to every “con- 
ceivable” defense of the presumption would 
support a declaration that the act was uncon- 
stitutional. This challenge, the Court declared, 
could not be made successfully especially since 
inherent in the challenged law was the ques- 
tion of economic wisdom which could be 
answered judicially by pointing out that it 
was the prerogative of the legislature to decide 
that the “general welfare” could best be served 
by the law. 

The issue remains moot, however. For, as 
the dissenting minority observed, the Wiscon- 
sin statute is similar in “every essential” to 
a Minnesota statute declared unconstitutional 
by the United States Supreme Court in 1927 
(Fairmont Co. v. Minnesota, 274 U. S. 1). 
This United States Supreme Court decision, 
the majority and the minority of the Wiscon- 
sin Court agree, has never been reversed or 
overruled. The majority argues, nevertheless, 
that later decisions by the United States Su- 
preme Court in related cases “at least limit, 
and perhaps repudiate, in fact though not in 
words, its doctrine.” Decisions specifically cited 
are Nebbia v. New York (291 U. S. 502 
[1933]), West Coast Hotel Co. v. Parrish (300 
U. S. 879 [1987]), and Williamson v. Lee 
Optical Co. (348 U. S. 483 [1955]). Ultimate 
decision of this conflict by the United States 
Supreme Court may serve to clarify somewhat 
the area of legitimate legislative regulation of 
price discrimination. 


2. Anheuser-Busch, Inc. v. Federal Trade 
Commission, CCH {69,904 (CA-7, January, 
1961). [R.0.w.] 


Once again the Seventh Court of Appeals 
has faced the question of whether price cuts 
by the Anheuser-Busch brewery in the St. 
Louis local market constituted a violation of 
Section 2(a) of the Clayton Act, In an earlier 
hearing of this case (see JOURNAL OF MAR- 
KETING, April, 1960) this same Court ac- 
cepted the legal rationale of the Federal Trade 
Commission’s decision that a violation had 
occurred. The Commission had argued that 
a price discrimination is a mere price differ- 


ence which difference constituted an incipient 
threat to competition. When the United States 
Supreme Court heard the case on appeal (see 
JOURNAL OF MARKETING, January, 1961) 
the case was remanded to the Court of Ap- 
peals. The Supreme Court indicated that proof 
of price differentials was merely the “thres- 
hold statutory element of price discrimina- 
tion;” legal demonstration of price discrimina- 
tion required substantive proof both of a 
potential competitive injury and also of price 
differentials adopted for purposes other than 
meeting in good faith the equally low price of 
a competitor. In this rehearing, the appellate 
court examined the evidence to ascertain 
whether adequate substantive proof of these 
additional prerequisites for a finding of illegal 
price discrimination existed. 

The Court concluded that an examination 
of the economic evidence did not support the 
decision that “present, actual injury to com- 
petition” had resulted from the difference of 
Anheuser-Busch prices vis-a-vis its competi- 
tors. Statistics were presented to demonstrate 
the changes in the percentage shares of the 
local St. Louis market supplied by Anheuser- 
Busch and by its competitors. However, the 
Court noted that the Company had not only 
experienced serious national and local sales 
difficulties but also had incurred increased 
production and promotional expenses. These 
facts, existing in conjunction with the failure 
of the Commission to explain increases in the 
market shares of competitors of Anheuser- 
Busch during the periods of alleged price 
discrimination, were held inadequate to prove 
the requisite injury to competition. 

The Court held, further, that the doctrine 
of incipient adverse effect on competition could 
not be applied against Anheuser-Busch. The 
evidence did not indicate that “predatoriness 
or buccaneering” had characterized the Com- 
pany’s price policies. Therefore, a projection 
which contended that market power would be 
used-to accomplish in the future what it had 
not been used in the past to accomplish was 
considered indefensible. 

The value of competition which the anti- 
trust laws are designed to protect was affirmed 
by the Court; so, too, was the legitimate use 
of price reductions as a technique of compe- 
tition. It is refreshing to find the Court de- 
claring in an approving quotation of the words 
of the Tenth Court of Appeals (Atlas Build- 
ing Products Co. v. Diamond Block and Gravel 
Co., 269 F. 2d 950 [1959]): “Antitrust legis- 
lation is concerned primarily with the health 
of the competitive process, not with the indi- 
vidual competitor who must sink or swim in 
competitive enterprise.” 

3. Mid-South Distributors, et al. and 
Cotton States, Inc., et al. v. Federal Trade 
Commission, CCH {69,939 (CA-5, February, 
1961). [R.0.w.] 
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After the United States Supreme Court’s 
decision in the Automatic Canteen case (346 
U. S. 61 [1953]) Section 2(f) of the Robinson- 
Patman Act prohibiting the knowing induce- 
ment or receipt of discriminatory prices be- 
came dormant. However, recently the Federal 
Trade Commission, pursuing an approach in- 
ferrable from that Supreme Court decision, 
has been acting against firms alleged to have 
violated Section 2(f). In May, 1960, the 
Second Court of Appeals supported the Com- 
mission in a finding that an automotive parts 
buying co-operative violated Section 2(f) of 
the Act. (See American Motors Specialties 
Co., Inc. v. Federal Trade Commission, JOUR- 
NAL OF MARKETING, October, 1960.) In 
the current case against two other automotive 
parts buying co-operatives, the Fifth Court 
of Appeals adds its legal approval to the 
Commission’s actions. 

Mid-South and Cotton States, the two buy- 
ing co-operatives here involved, were explicitly 
created to secure quantity discounts greater 
than individual members of the co-operatives 
could have secured. The prices which were 
sought to protect the individual jobber- 
members of the co-operative from the compe- 
tition of “large chain-stores, the nationally 
integrated oil company and tire company out- 
lets, and authorized dealers of huge automotive 
manufacturers” were held by the Court to be 
discriminatory. The Court did not deny the 
fierceness of the competitive struggle in the 
industry. It observed quite simply and cor- 
rectly that the success of the co-operative buy- 
ing groups was likely to lessen competition by 
imposing an economic handicap on the for- 
gotten man of the industry—the independent, 
individual jobber who is neither a member of 
a favored co-operative nor a favored jobber- 
representative of the group against which the 

_ co-operative members sought to protect them- 
selves. The Court ruled that evidence of the 
knowledge of the inducement and receipt of 
discriminatory prices was legally inferrable 
from (1) the way in which orders were proc- 
essed and packaged, and (2) the buyer’s 
knowledge that the operation of the industry 
foreclored a claim that the co-operative buy- 
ing techniques would enable cost-justification 
of the lower prices by the seller. The Court 
also dismissed, almost summarily, the argu- 
ment that Section 4 of the Robinson-Patman 
Act protected the co-operative, buying group 
from proceedings under the Act’s other pro- 
visions. Section 4, the Court noted, merely 
protects a co-operative’s freedom to distribute 
its net earnings; it does not legalize the ac- 
cumulation of those earnings by actions viola- 
tive of the antitrust laws. 

Finally, the opinion of the Court notes that 
its decision may operate to “entrench further 
the large chain-store automobile-gasoline- 
dealer competitors” at the expense of the 
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member-jobbers of the co-operatives. Wisely 
the Court then adds: “ .. . the result, if bad 
economics or bad social policy, is for Congress 
to change. Until that is done, one caught in 
the middle cannot, to ward off huge and over- 
powering rivals, injure, even unwittingly, a 
smaller one.” 


B. Resale Price Maintenance 


1. United States v. Parke, Davis & Co., 
81 S. Ct. 483 (January, 1961). [M.c.H.] 


In February of 1960, the U. S. Supreme 
Court found Parke, Davis & Co. guilty of a 
combination in restraint of trade because it 
had attempted to maintain resale prices in 
Virginia and the District of Columbia without 
support of Fair Trade Acts. (See this section, 
July, 1960). The Supreme Court, in reversing 
a District Court decision (see this section, 
January, 1959), found that Parke, Davis’s 
policy of refusal to deal had been something 
more than strictly unilateral. 

Parke, Davis had argued that it no longer 
was engaging in the actions of which it was 
found guilty and thus that injunctive relief 
by the Government should be denied. When 
this matter was remanded to the District 
Court for a finding, the District Court not 
only denied the injunctive relief but also 
omitted a provision adjudging that Parke, 
Davis had violated the law. This latter omis- 
sion was appealed, and the Supreme Court 
has now stated that the Government is not 
only entitled to such a judgment, but that the 
District Court should retain the case on its 
docket in the event that the Government might 
want to seek relief from any possible resump- 
tion of the illegal behavior. Thus Parke, Davis 
will now have to be even more cautious than 
ever in its efforts to maintain resale price 
maintenance under a policy of refusal to deal. 


2. Standard Drug Co., Inc. v. General 
Electric Co., CCH {69,858 (Virginia Supreme 
Ct. of Appeals, November, 1960). [M.c.H.] 


The new Virginia Fair Trade Act (passed 
in 1958) has survived an attack upon its con- 
stitutionality. The suit in question contended 
that it was in conflict with the Virginia and 
the United States Constitutions and the Vir- 
ginia Anti-Monopoly Act, and that it made 
an improper delegation of legislative power 
to private persons. 

But what is at the heart of the question 
here is the nature of the notice by which the 
manufacturer advises the retailer receiving 
the branded goods that they are subject to 
minimum resale prices, The sending of such 
a notice with the goods is a device which 
eliminates the distinction between signers and 
non-signers—thus the issue of non-signer pro- 
visions is avoided. 

The retailer in this case declared that the 
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notice of fair trading accompanying the ship- 
ment of branded goods did not really consti- 
tute a contract. But the Appeals Court, in 
upholding the Fair Trade Act, says that the 
notice is an offer to make a contract, that 
when the goods are accepted this is deemed 
to be acceptance of the terms imposed in the 
notice, and that this voluntary acceptance of 
the goods with notice attached creates the 
contract. Thus this judicial reasoning shuts 
the door on another effort to cast fair trade 
aside. 


8. Skaggs Drug Center, Inc. v. Union 
Carbide & Carbon Corp., CCH 969,930 (Mon- 
tana Supreme Ct., February, 1961). [M.c.H.] 


The Montana Fair Trade Act has suc- 
cumbed to an attack questioning its consti- 
tutionality. It is deemed to be price-fixing 
legislation invalid under the State Constitu- 
tion which provides that: “No incorporation 
... Shall directly, or indirectly . . . make any 
contract . .. for the purpose of fixing the 
price ... of any article of commerce.” 

The stated purpose of the Act may have 
been to protect the good will embodied in a 
brand name. But the result is still price- 
fixing. This was considered especially true 
since Union Carbide was fixing the resale 
price of Prestone at a figure which was as 
high or higher than the price of any other 
brand of anti-freeze. The necessary effect of 
the price agreement (with a non-signer re- 
tailer), therefore, was the setting of the exact 
price at which Prestone was to sell. 

In concluding that the Montana Fair Trade 
Act was price-fixing legislation, Judge Castles 
comments that one can argue concerning the 
legality of fair trade either way, finding ade- 
quate legal precedent on either side. And he 
provides a nice bibliography of decisions of 
the highest courts of some 36 states; 17 of 
these holding similar acts constitutional, 18 
holding similar acts unconstitutional, and one 
invalidating the act for another reason. His 
very apt comment on this is: “The cases of 
other jurisdictions are in hopeless conflict 
and cannot be rationalized with each other.” 
What truer statement could be made! 


4. The United States Time Corp. v. The 
Grand Union Co., CCH {69,875 (New Jersey 
Superior Ct., November, 1960). [M.c.H.] 


A short while ago Eli Lilly, an Indiana 
Corporation, found that it was unable to 
enforce fair trade in New Jersey because it 
was considered to be a foreign corporation 
transacting business in New Jersey without 
first having obtained a certificate authorizing 
it to do business in that state. (See Eli Lilly 
and Company v. Sav-on Drugs, Inc., reported 
in this section, April and October, 1960). 
Now, The United States Time Corporation, a 
Connecticut and thus also a foreign corpora- 


tion, finds that it can enforce fair trade in 
New Jersey even though it has not obtained 
such a certificate. This is because it is not 
“transacting business” in the state of New 
Jersey. Lilly maintained an office in New 
Jersey; Time Corp. did not. Lilly employed 
a manager, an office employee, and 18 “detail 
men” to promote the company’s products; Time 
Corp. employed two salesmen who called on 
New Jersey accounts but who worked out of 
a New York City office. In both cases orders 
for products were subject to acceptance in 
the company’s respective home offices in In- 
diana and Connecticut. 

All of this but proves the validity of the 
citation in the Lilly decision “that doing busi- 
ness is a term that is not susceptible of pre- 
cise definition automatically resolving every 
case, and that each case turns upon its own 
circumstances.” It will probably be better for 
fair traders at least to try to obtain the 
necessary certificate authorizing them to trans- 
act business in New Jersey. 


C. Price Control (Minimum 
and Maximum) 


1. State of Minnesota v. Applebaums 
Food Markets, Inc. CCH {69,886 (Minnesota 
Supreme Ct., December, 1960). [M.C.H.] 


One of the principal criticisms of state 
sales-below-cost laws is that they more often 
than not tend to protect competitors at the 
expense of competition. The Minnesota Unfair 
Trade Practices Act, a typical sales-below- 
cost law, defines a below-cost price as one 
which is below invoice cost plus an 8 per cent 
markup. And the Act pertains where there 
has been “. . . the purpose or ... the ef- 
fect of injuring a competitor or destroying 
competition.” (Italics added). 

In this case competition is allowed to win 
out over the competitor. The State of Minne- 
sota sought a temporary injunction against 
giveaway programs and below-cost prices 
which had been well advertised. It had the 
evidence that prices had been below statutory 
cost but had not presented evidence that there 
had been a purpose or effect of injuring a 
competitor or destroying competition. And 
this, says the court, is necessary in order to 
show a prima facie violation of the law. 

The State had argued for a temporary in- 
junction under a so-called “doctrine of incipi- 
ency,” under which only a simple showing of 
“threatened” injury to a competitor is neces- 
sary. And this thinking was supported by a dis- 
senting opinion written by Justice Loevinger, 
now the new head of the Antitrust Division 
of the Department of Justice. Such a doctrine 
would not require a showing of actual injury 
to a competitor. In fact, says the dissent, if 
proof of injury to a specifically identified com- 
petitor must be shown, then the statute will 
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have been vitiated. And indeed it will have 
been. 


2. Sam Fried v. John A. Kervick, Treas- 
urer of the State of New Jersey, et al., CCH 
969,905 (New Jersey Supreme Ct., January, 
1961). [M.C.H.] 


New Jersey has been plagued with price- 
cutting in the sale of gasoline for the better 
part of the 1950’s, so much so that this 
warring was considered chaotic. The fact that 
there are about 10,000 retail gasoline dealers 
all operating within the rather narrow bound- 
aries of the state, combined with the close 
proximity of several continuously-operating 
refineries, contributed greatly to this chaotic 
market condition. Fair trade pricing eventually 
helped to return this gasoline-market area 
to some semblance of order. But price-cutting 
is still present in some forms. The New Jersey 
Gasoline Sales Act requires that dealers post 
signs on their pumps stating the price of the 
gasoline. This law does not permit any re- 
bates, allowances, concessions, or benefits 
which amount to a cut below the posted price. 
Thus it is a price control law but one that 
has not proven to be entirely successful. 

It is the constitutionality of this Gasoline 
Sales Act, with special reference to the rebate 
and concession section, which was attacked 
in this case. But it survived the attack, being 
deemed a reasonable exercise of the police 
power. The high business mortality rate 
among gasoline dealers, their alleged in- 
ability to maintain a decent standard of liv- 
ing, and some of the price war tactics which 
led to the blocking of service station drive- 
ways were abuses not to be overlooked. Lower 
prices are only a temporary benefit to the 
consumer, says the court, and the costs of 
price wars will have to be borne by the 
consumer. Thus the law was upheld as nec- 
essary to the public welfare. 

But when “the tremendous cost of price 
wars to the major oil companies” is also cited 
as a cost that the public must pay for, and 
therefore something to be avoided, this reason- 
ing becomes dubious. For, however unfortu- 
nate it may be for the retailer, it is still true 
that the retail price-cutting has been a prin- 
cipal means through which active price com- 
petition among the large suppliers has been 
brought about. 


IV. REGULATION OF CHANNELS 
OF DISTRIBUTION 


A. Operating Features of 
Marketing Institutions 


Raleigh R. Leach, et al. v. Ford Motor 
Co., et al., CCH 969,859 (D.C. N. Cal., Novem- 
ber, 1960). [M.c.H.] 
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One of the automobile manufacturers’ prac- 
tices which automobile dealers have frequently 
complained about in past years is the assign- 
ment to the dealer of a “quota” of so many 
cars a month to buy and sell. The Leach case 
is worth examining because it describes a 
current version of this practice and presents 
its legal position under the Automobile 
Dealers’ Franchise Act of 1956. 

In this case the dealer lost his franchise 
because he could not measure up to the 
“market potential” assigned to him by the 
auto manufacturer according to a market 
potential formula. So he took the manufac- 
turer, Ford Motor Co., to court under the 
Act of 1956, charging bad faith in the ter- 
mination of his franchise. The court granted 
Ford’s motion to dismiss, finding nothing in- 
herently unfair or arbitrary in the assign- 
ment of a market potential. The Court points 
out that the market potential is based on a 
percentage factor of one dealer’s share of 
total sales by many dealers in an area, and 
that it is subject to correction during the 
year by reference to actual sales figures—only 
if the one dealer’s percentage factor is out 
of line with the rest would he be discrim- 
inated against. And there was no evidence 
in this case to support such a finding. 

According to the existing legal precedents 
under the Automobile Dealers’ Franchise Act, 
bad faith must be determined in a context of 
coercion or intimidation. Ford had not been 
actually alloting cars to Leach at any given 
rate or insisting that it accept and pay for 
cars under threat of termination of franchise. 
It had, however, urged Leach to reorganize 
and increase its sales efforts so as to recoup 
its sales position, which had fallen in the 
years 1954 through 1956 some 20 to 30 per 
cent below its potential. In doing so it had 
offered a sales plan to help accomplish this 
objective. It was this sales plan to which the 
dealer especially objected. But the Act ex- 
pressly states that “recommendation” or 
“persuasion” do not represent a lack of good 
faith. Such “means of assistance,” suggests 
the court, is hardly coercion; indeed it would 
seem to be an attempt to avoid, rather than 
further, termination of the franchise. 

It would seem, then, that this device by 
the automobile manufacturer to exert com- 
petitive sales pressure on its dealers is clearly 
legitimate, and, considering the drive for vol- 
ume on the part of the auto manufacturers, 
will continue to be utilized without modifica- 
tion. 


B. Relations Between Buyers and 
Sellers: Exclusive Dealing 
Arrangements, Etc. 

Tampa Electric Co. v. Nashville Coal Co., 
et al., 81 S. Ct. 623 (February, 1961). [M.c.H.] 
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LEGAL DEVELOPMENTS IN MARKETING 


The Supreme Court has overruled both a 
District Court and a Court of Appeals on 
the legality of a contract for the sale of 
a large quantity of bituminous coal to a 
public utility in Florida. (See this section, 
April, 1959, and October, 1960). There were 
two dissents. 

The facts at issue were these: a seller of 
bituminous coal had signed a contract to be 
the sole supplier to the electric power utility 
in Tampa, Florida, of an average of 1,000,000 
tons a year for 20 years, total purchases 
amounting to $128,000,000. The seller wished 
to break the contract, and when the buyer 
insisted on fulfillment, claimed that the con- 
tract was unenforceable because it substan- 
tially lessened competition in violation of sec- 
tion 3 of the Clayton Act. The two lower 
courts accepted this argument, taking the 
position that this requirements contract was 
not only substantial in volume but also large 
in relation to coal consumption in Florida— 
within a few years the utility would use more 
coal than was currently consumed in the en- 
tire state. 

Now the Supreme Court says that the lower 
courts have not utilized the proper competi- 
tive market area in their consideration. The 
proper area is that in which are located some 
700 producers of coal who are potential com- 
petitors for this Tampa business. This area 
includes Pennsylvania, Virginia, West Vir- 
ginia, Kentucky, Tennessee, Alabama, Ohio, 
and Illinois. Taking this region under con- 
sideration, the percentage of the total coal 
produced and sold represented by the volume 
designated in the contract would be only 
0.77 per cent. That figure it “quite insubstan- 
tial.” And dollar volume in itself, says the 
court, is not the test. 

Having found that the contract was not in 
violation of the Clayton Act, the Supreme 
Court remanded the case to the District Court 
for further proceedings. 


VI. PROCEDURAL AND MISCELLA- 
NEOUS DEVELOPMENTS 


1. United States v. St. Regis Paper Co., 
CCH {69,880 (CA-2, December, 1960). [K.J.c.] 


In the April, 1961 issue we reported Fed- 
eral Trade Commission v. Beatrice Foods Co. 
in which the Court of Appeals for the 7th 
Circuit ruled that copies of census reports 
in the hands of the reporting company could 
not be subpoenaed because such reports were 
confidential and only employees of the Bu- 
reau of the Census could have access to them. 
The argument of the Commission that the 
confidentiality of such reports applied only 
to the originals filed with the Bureau and 
not to copies retained by the reporting com- 
pany was rejected by the Court because such 
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a ruling “would run counter to the Congres- 
sional purpose of the Census Act and the 
assurances (of confidentiality) given by the 
Government to the public.” 

The Court of Appeals for the 2nd Circuit 
now reverses this thinking. According to this 
Court, only the originals of the reports are 
confidential and copies are subject to subpoena 
like any other document. But there is no 
obligation on the reporting company to keep 
copies and they can avoid the possibility of 
subpoena in that way. 

In support of its position, this Court draws 
a parallel to income tax returns where the 
originals are confidential but copies are not 
protected from subpeona. 

The conflict that now exists between these 
two Courts of Appeals can only be resolved 
by the Supreme Court. 


2. United States v. Swift & Co., et al., 
CCH {69,871 (D.C. N. IL, December, 1960). 
[K.J.c.] 


One of the country’s historic antitrust suits 
was that against the major meat packers. 
Action against them started early in the 
century and was climaxed by a suit brought 
against the big five—Swift, Armour, Cudahy, 
Wilson and Morris—in 1920 as a result of a 
Federal Trade Commission investigation. This 
suit was settled almost immediately by con- 
sent, the main provisions of the decree requir- 
ing the packers to get out and stay out of 
the retailing of meats and the wholesaling 
and retailing of various substitute grocery 
and dairy products. The purpose of the decree 
was to prevent the packers from extending 
their dominance in meat packing to the retail 
field and from expanding their control to other 
lines of foods. In the absence of court imposed 
restrictions, it was feared that the packers 
might achieve just such a broad monopoly 
because of the advantage they enjoyed over 
competitors. This advantage arose from their 
extensive distribution systems, comprising 
branch warehouses and refrigerated railroad 
cars, which they could utilize to handle other 
food products at very low additional expense. 

The famous 1920 consent decree has had 
a hectic court history, having been challenged 
a number of times. The most recent challenge 
was brought by three of the original defend- 
ants—Swift, Armour and Cudahy—in an ef- 
fort to modify the decree to permit them to 
expand their operations into other food lines. 
A review of the disposal of this request is 
useful to show the status of a consent decree 
and the conditions that must be established to 
secure a modification. 

According to Judge Hoffman, who heard 
the plea for modification of the decree, the 
request cannot be granted unless the defend- 
ants show that the conditions which led to the 
decree in the first place have so changed that 
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the restraints imposed by the decree are no 
longer justified. The issue is not whether the 
present court would write such a decree under 
present circumstances or whether the decree 
was legally sound at the time it was drawn. 
If the defendants made a mistake in consent- 
ing to the decree in the first place, that mis- 
take is beyond recall. To decide otherwise 
would be to reduce the advantages of the 
consent procedure and convert it into a tactic 
merely to postpone a trial until a more 
propitious time. 

The request of the packers for a modifica- 
tion of th» decree was rejected by the Court 
because *he packers had not proven the con- 
ditions ne essary for modification. The orig- 
inal decree was written to prevent the packers 
from using their dominant position in meat 
packing to exterminate weaker dealers in 
foods and that dominant position they still 
retain. 


3. Radiant Burners, Inc. v. Peoples Gas 
Light and Coke Co., et al., 81 S. Ct. 365 
(January, 1961). [K.J.c.] 


In the antitrust field almost anything can 
happen and decisions can be predicted with 
about as much confidence as the winner can 
be picked in the sixth race at the local dog 
track. However, it is unusual for as many 
people to have misinterpreted a Supreme Court 
decision as appears to have been the case with 
Klor’s, Inc. v. Broadway-Hale Stores, Inc. re- 
ported in JOURNAL OF MARKETING, 
October, 1959. 

The Klor’s decision has been widely held 
to mean that although the purpose of the 
Sherman Act is the protection of public rather 
than private interests, the public concern with 
a violation may be assumed when it is of a 
sort illegal by its very nature, such as price- 
fixing or boycotting. 

The courts themselves have assumed that 
was what the Supreme Court meant, and al- 
though the Klor’s decision is still young, they 
have already extended the rule from price- 
fixing and boycotting to cover charges of 
monopolization (U.S. v. Irving Bitz reported 
in this section, July, 1960) and restraints of 
trade by low and vicious methods (Atlantic 
Heel Co., Ine. v. Allied Heel Co., Inc., CCH 
169,873). 

It now appears that the Supreme Court 
didn’t mean what was thought at all. Not 
only in the case of some violations of the 
Sherman Act is it unnecessary to show the 
public’s interest in the prosecution, but it is 
unnecessary to show such public interest in 
the case of any violation. For according to 
the Supreme Court in its Radiant Burners 
decision: “By § 1 (of the Sherman Act), Con- 
gress has made illegal: ‘Every contract, com- 
bination . . . or conspiracy in restraint of 
trade or commerce among the _ several 
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states . . .’ Congress having thus prescribed 
the criteria of the prohibitions, the courts may 
not expand them. Therefore, to state a claim 
upon which relief can be granted under that 
section, allegations adequate to show a viola- 
tion and, in a private treble damage action, 
that plaintiff was damaged thereby are all 
that the law requires.” 

The apparent effect of this decision is to 
simplify the law and to eliminate some of 
the legal legerdemain that the courts them- 
selves created. To have a case against some- 
one for violating the Sherman Act, apparently 
it is now enough to show that they violated 
the Act, which should make sense to almost 
anyone. But one may be sure that the law 
can never be that simple and the public’s 
interest, apparently read out of the law as 
a necessary showing, will not die so easy a 
death but will be met many times in the 
future whenever it is useful to the courts to 
revive it. 


4. Sperry Rand Corp. v. Federal Trade 
Commission, CCH {69,920 (CA-D.C., Febru- 
ary, 1961), Schick, Inc. v. Federal Trade Com- 
mission, CCH {69,921 (CA-D.C., February, 
1961). [K.J.c.] 


In 1959, the Clayton Act was amended to 
make self-enforcing cease-and-desist orders 
issued by the Federal Trade Commission 
against its violation. Such an order becomes 
binding after 60 days, with severe penalties 
for its violation, unless the defendant appeals 
to the courts for its review. Thus cease-and- 
desist orders against violations of the Clayton 
Act were given the same status that they have 
enjoyed under the Federal Trade Commission 
Act since 1938. 

The Federal Trade Commission has at- 
tempted to apply the 1959 Clayton Act amend- 
ment retroactively to cease-and-desist orders 
issued prior to its enactment, respondents 
being given sixty days from the date of pas- 
sage to request review by the courts. (See 
JOURNAL OF MARKETING, April, 1960.) 
This attempt has now been blocked by the 
Court of Appeals which has ruled that the 
amendment has no retroactive application. 
Old cease-and-desist orders retain their old 
status—before they become binding there must 
be a violation by the defendant, an appeal by 
the Commission to the courts and a court 
order requiring obedience. 

The Court was careful to point out that a 
procedural provision of a law may be given 
retroactive application, as was done, as a 
matter of fact, in 1938 when the Federal 
Trade Commission Act was amended simi- 
larly. But in the case of the Clayton Act 
amendment, Congress did not provide for 
retroactive application, and the legislative 
history of the amendment indicates that this 
failure by Congress was not an oversight. 
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LEGAL DEVELOPMENTS IN MARKETING 


5. The Philadelphia electrical equipment 
convictions. [K.J.C.] 


The prosecution and conviction of the major 
electrical equipment producers in the so-called 
Philadelphia cases have been widely heralded 
as the most important antitrust cases in the 
seventy year history of the Sherman Act. In 
spite of their undoubted significance, how- 
ever, they add nothing to our knowledge of 
the substance of antitrust law since they were 
simple but flagrant examples of price-fixing 
conspiracies. 

The Philadelphia cases may well turn into 
landmark decisions. In the first place, they 
may herald a more vigorous enforcement of 
the antitrust laws in the years ahead. Because 
they were initiated and prosecuted by a Re- 
publican Administration, they have changed 
the image of that party from the defender of 
big business to the protector of the public 
against business exploitation. The Kennedy 
Administration will thus have to take up the 


Success—A Delusion? 


MARKETING MEMO 


challenge and show that it can win victories 
as spectacular. 

In the second place, these cases serve notice 
on the business world that prices can be fixed 
only with considerable personal risk, for they 
indicate the growing willingness of the courts 
to impose prison sentences that must be 
served. 

In the 70 years of the Sherman Act, many 
prison sentences have been imposed upon vio- 
lators. However, most of the sentences against 
businessmen have been suspended. Where sen- 
tences have actually been served, the defend- 
ants have usually been labor union officials 
or businessmen that might better be described 
as racketeers. As a result of the Philadelphia 
prosecutions, however, some seven men, includ- 
ing executives of corporations like General 
Electric and Westinghouse, will serve 30-day 
sentences. There is undoubtedly considerable 
sympathy for them as the early victims of an 
enforcement crusade. However, from now on 
there will be no excuse for underestimating the 
seriousness of similar offenses. 


Life has two facets: the career, on the one hand, and the 


warmth and substance of personality on the other. 


There is 


doing—the life of action—and there is being. What a man is, 
is as important as what he does. But the quality of life and 
the flow of personality, while not measurable and not accessible 
to observation, are no less worthy of esteem. 

Often success in a career is incompatible with a rich and vivid 
life, for the career may demand concentration to the point of 


narrowness and spiritual impoverishment. 


A man may attain 


the heights of wealth, power and reputation for which he has 
striven all his life; yet may find that the cup of success, as it 


reaches his lips, is empty. 


—Raphael Demos, “The American Image 
of Success,” Harvard Business Re- 


view, 
p. 50. 
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List OF GENERAL HEADINGS 


. Advertising and Sales Promotion 


Agricultural Marketing 
Area Analysis 

Buying and Purchasing 
Consumer Analysis 
Costs and Efficiency 


. Distribution and Channels of Distribution 

. Financing 

. Forecasting 

. Foreign Marketing 

. Governmental Relationships to Marketing 

. History and Trends 

. Industrial Marketing 

. Marketing Management 

. Marketing Education 

. Merchandising 

. Pricing and Price Policies 

. Research and Research Techniques 
Retailing 


20. Sales Management and Selling 
21. Storage and Transportation 

22. Theories in Marketing 

23. Wholesaling 


1. ADVERTISING AND 
SALES PROMOTION 


Seek Quality Norms, Ratings for Print Ads. 
Robert B. McIntyre, Editor & Publisher, 
October 15, 1960, p. 13. [M.M.S.] 


Newspaper publishers and advertising ex- 
ecutives who pass off a poorly reproduced ad 
with the excuse, “It’s good enough,” are not 
only hurting their own newspapers, but are 
damaging all newspaper reproduction in the 
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eyes of advertisers and advertising agencies. 

According to Al Mauro, director of pro- 
duction and traffic at Mogul Williams & Say- 
lor, Inc. advertising agency, an awareness of 
the advertiser-agency opinion differences re- 
garding reproduction quality would “certainly 
jar these ‘It’s-good-enough’ advocates out of 
their complacency.” 

From an advertising agency viewpoint, Mr. 
Mauro went on, the establishment of an ac- 
ceptable quality range for rating the general 
reproduction quality of publications would 
certainly be a useful tool for advertisers and 
agencies. 


How Advertisers Market to the Oil Industry. 
John R. Young, Southwestern Social Sci- 
ence Quarterly, 1960 Annual Meeting 
Supplement, pp. 334-338. [s.c.H.] 


A survey of advertising men in companies 
selling to the oil well drilling industry re- 
vealed a widespread desire for more knowl- 
edge of marketing. More than half of the 
small advertisers (annual expenditure under 
$25,000) did not operate under an advertising 
budget, but budgeting control was more com- 
mon among heavier advertisers. A companion 
survey indicated that industrial consumers 
were somewhat more inclined to question the 
believability of oil industry advertising than 
were advertising men, although the difference 
is not striking. 


Along the Road from Abstract Advertising 
Theory to Rational Advertising Practice? 
Borge Barfod, The Danish Market (in 
Danish), November, 1960, pp. 199-214. 
[F-M.] 


This is a quick review of the unsatisfactory 
state of the art in the field of quantitative 
measurement of the relationship between pro- 
motion and advertising inputs and sales out- 
puts. Barfod regrets that, even where data 
are available, little effort is made to use them 
systematically in deciding how to optimize the 
allocation of available funds. He then pro- 
ceeds with an operations research case study 
on how to distribute advertising in four maga- 
zines for which readership coverage (partic- 
ularly overlapping) is known. 


Psychology of Thinking: What It Means to 
Advertising Men. Printers’ Ink, October 
7, 1960, pp. 18-25. [J-E.M.] 


Psychologists have continued research on 
creativity, exploring the process of thinking 
in a definitive manner. Printers’ Ink pre- 
sents a survey of the work being d ne today. 
Of special interest is the thought process as 
explained by Dr. J. P. Guilford. The point 
is made by Dr. Donald Taylor regarding the 


current popular “brainstorming” method that, 
“Most tests to date have shown that working 
in a group tends to inhibit rather than sti- 
mulate creative people—that more ideas are 
produced by creative people in seclusion than 
in groups.” The study of creativity should 
be carefully watched by advertisers and mar- 
keters as it is becoming important to business. 


Changing Fashions and Tastes In Food. Pub- 
lic Relations Journal, May, 1960, p. 24. 
[w.L.] 


“One half of the 6,000 items on a grocer’s 
shelves and in his frozen food lockers didn’t 
exist ten years ago.” New products are con- 
stantly competing for the opportunity of pub- 
lic exposure. The basis for product survival 
on the shelf depends on the rate of movement 
of the product and the markup. Consumer ac- 
ceptance of new products depends on giveaway 
samples and communication. Methods of com- 
municating new food product news to con- 
sumers are briefly investigated. 


Ten Tips for Dealing with Business Paper 
Editors. Robert K. Otterbourg, Industrial 
Marketing, October, 1960, pp. 51-53. 
[J.E.M.] 


This article explains what business editors 
expect from those who prepare industrial 
publicity. Many editors feel that publicists 
do not know how to work properly with busi- 
ness papers. Ten guides are presented to 
assist the publicity writer. Also ten cautionary 
points are listed, such as “read and know 
the publications you aim to hit.” 


New Horizons for Business Journalism. Wil- 
bur Cross, Saturday Review, January 14, 
1961, pp. 38, 46-47. [W.J.R.] 


The diverse growth of business “house 
organs” is summarized neatly, and clearly 
differentiated from trade publications. It is 
estimated that these 10,000 house publications 
required about $550 million in support from 
company budgets, the same amount generated 
in advertising revenues by trade publications. 
Accompanying quantitative growth is some 
evidence of “. . . more aggressive editorial 
leadership.” 


How Do Public Relations Agencies Charge for 
Their Services? Industrial Marketing, 
December, 1960, pp. 114-116. [J.E.M.] 


Industrial Marketing reports on a survey 
made among public relations firms on their 
charges for publicity and related activities. 
The methods and procedures for charging for 
services and their billing are covered in con- 
siderable detail. A number of public relations 
firms are described and quoted. 
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A Basic Guide to Merchandising Publicity. 
James B. Strenski, Industrial Marketing, 
January, 1961, pp. 61-70. [J.E.M.] 


Much has been written about the problem of 
the placement of various types of publicity, 
but this is the first article that this reviewer 
is aware of that has touched upon the mer- 
chandising of such publicity after it has ap- 
peared in an industrial publication. The 
writer states, “. . . not to take advantage of 
an article beyond its publication is to miss 
that boatful of golden merchandising oppor- 
tunities.” Various ways of using the reprint 
are discussed. 


Where to Get Your Ads Measured in 1961. 
J. Wesley Rosberg, Industrial Advertis- 
ing, January, 1961, pp. 82-87. [J.E.M.] 


This article discusses the current trends 
in advertising readership studies. Following 
the commentary is a detailed listing of all 
business papers offering readership studies of 
the advertisements appearing in certain is- 
sues of the publication. 


How Industrial Companies Spend Their Ad- 
vertising Dollars. H. Jay Bullen, Indus- 
trial Marketing, February, 1961, pp. 53- 
59. [J.E.M.] 


Three tables are presented in this article 
to analyze the dollar outlays by type of ad- 
vertising media and the funds allocated to 
sales promotion. The tables, compiled from a 
study conducted by the staff of Industrial Mar- 
keting, include only those companies manv- 
facturing industrial goods. 


Media Costs Shoot Upward in Past Four Years 
—Same Schedules, Markets Take a Heap 
More Money. Advertising Age, January 
23, 1961, pp. 81-84. [J.E.M.] 


The Grey Advertising Agency reports on 
a study of the rising costs of media since 1957. 
Five conclusions reached are: (1) Generally, 
it costs something like 20 per cent more in real 
dollars for the advertiser to obtain the same 
schedule than it did four years ago in the 
three media discussed (network teievision, 
magazines and newspapers); (2) Three fac- 
tors have been largely responsible for the 
higher costs of maintaining schedules—in- 
flation, changes in coverage, increased com- 
petitive pressures; (3) The trend will con- 
tinue in 1961; (4) Advertising agencies must 
exercise to the utmost their skill, experience 
and efficiency in making the advertiser’s dollar 
most productive; (5) The higher cost of main- 
taining media schedules brings into sharp 
relief the need for seeking maximum effec- 
tiveness in the total advertising program. . .” 
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Printing: The Basic Sales Promotion Tool. 
Robert B. Konikow, Advertising Require- 
ments, January, 1961, pp. 28-42. [J.E.M.] 


This portfolio is the best coverage of the 
basic printing processes that this reviewer 
has ever seen. Letterpress, lithography, gra- 
vure, collotype, and silk screen processes are 
each explained in a brief but definitive man- 
ner. Accompanying the article are actual 
examples of each of the processes using the 
same photograph for each illustration. Each 
insert was carefully printed by an expert 
printing firm in the fields discussed. 


Why Is So Little Known About Advertising 
Effectiveness? James Witherell, Media/ 
Scope, January, 1961, pp. 58-63. [J.E.M.] 


Only a small per cent of the research budg- 
ets of corporations is allocated to advertising 
research. According to Witherell, the reasons 
for this neglect are: (1) Many companies are 
afraid that a change in their status quo will 
be detrimental to the business, and (2) man- 
agement has not applied the concept of quality 
control to advertising. The author lists a 
variety of business conditions that lead to the 
foregoing conclusions. Of value is a well- 
conceived, full-page guide to research plan- 
ning. A variety of advertising research prob- 
lems is presented in the guide with the kind 
of research necessary and the contributions 
that can be made by both quantitative and 
qualitative techniques. 


The Exciting Growth of Newspaper Discounts 
Media/Scope, February, 1961, pp. 41-46. 
[J.E.M.] 


National advertisers are now being con- 
sidered by newspapers as eligible for dis- 
counts. There are 161 daily newspapers that 
now offer some form of discount to national 
advertisers. Some are quite simple; some 
are more complex. A table presents informa- 
tion as to who gives discounts and the type— 
bulk, continuity, and frequency. 


1961 Industrial Advertising Budgets—How 
Big, What Goes into Them? H. Jay Bul- 
len, Industrial Marketing, January, 1961, 
pp. 31-39. [J.£.M.] 


The series of tables presented analyzes the 
industrial advertising budget by industries 
and companies. From the data one may de- 
termine, for instance, the composition of the 
budget by types of expenditures. A recent 
trend is the separation of the budget into 
advertising expenditures and sales promotion 
expenditures. Even when sales promotion is 
not a separate budget, such items are care- 
fully identified and earmarked as sales pro- 
motion expense. 
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How to Buy the Kind of Tag You Need. H. C. 
Semple, Advertising Requirements, Janu- 
ary, 1961, pp. 89-92. [J.E.M.] 


This article fills a long-standing literary 
gap on the subject of the informative mer- 
chandise tag. The author states that “An 
effective product tag must perform many func- 
tions. Among these are identifying the prod- 
uct, providing information on the product, 
price, advertising, and sales promotion. In 
addition, many modern tags perform the re- 
tail unit control duties by means of tear-off 
stubs, and some tags promote the store in 
which the products are purchased.” A planned 
product-tag check list is presented. Of special 
interest are points on the writing of copy for 
the tags to assure that they perform their 
function properly. 


Franchise Circulation. Howard G. Sawyer, 
Media/Scope, February, 1961, pp. 92-97. 
[J.E.M.] 


Franchise circulation is not as well known 
as the other types of circulation audits. Saw- 
yer has written an extensive article about 
the method covering (1) what it is, (2) how 
it started, and (3) how it works. Franchise 
circulation is defined as “a means of distri- 
buting magazines from publisher to recipient 
through a third party who performs the func- 
tions of furnishing the names of recipients 
and paying for the privilege of having the 
magazine sent to those names by his 
‘courtesy.’ ” 


The Creative Process. J. Bronowski, Printers’ 
Ink, January 13, 1961, pp. 24-27. [J.E.M.] 


The comment of a British scientist—‘“We 
expect artists as well as scientists to be for- 
ward-looking, to fly in the face of what is 
established and create not what is acceptable 
but what will be accepted”—might well serve 
as a good credo for the marketer, especially 
if his role is believed to be that of the “taste- 
maker” in society and the “form giver” in the 
economy. 


Media Buyer’s Checklist: Business Publica- 
tions. Media/Scope, December, 1960, pp. 
90, 91. [J.E.M.] 


Media/Scope presents a guide for the anal- 
ysis of business papers. The check list is 
extensive and should prove an aid to both 
marketers and students of advertising. Ad- 
ditional copies of the guide are available 
from the publisher. 


Media Buyers’ Check List: Newspaper Space. 
Media/Scope, January, 1961, pp. 71, 72. 
[J.E.M.] 


Media/Scope has evolved a check list of 
points to consider before buying newspaper 
space. The check list, which is quite com- 
plete, covers four broad categories on the 
market and five categories on the medium 
itself. Copies of the check list are available 
from the publisher. 


Media Buyers’ Checklist: Point-of-Purchase. 
Media/Scope, February, 1961, pp. 106, 
107. [J.E.M.] 


This checklist is another of Media/Scope’s 
guides for buying media. The list covers 
(1) statement of objectives, (2) marketing 
factors, (3) planning, (4) determining the 
point-of-purchase material to be us«* (5) 
merchandising, (6) distribution, (7) 
cal considerations, and (8) finding ts. .: 
producer. Additional copies may be obtained 
from the publisher. 


Agencies Acquire New Dimension. Printers’ 
Ink, January 27, 1961, pp. 35-37. [J.E.M.] 


This article discusses direct mail and its 
creation by advertising agencies. Once a 
scorned stepchild, direct mail is today an 
integrated function of a complete marketing- 
agency operation. Four organization charts 
are presented to show how direct-mail activi- 
ties may be supervised in the agency. 


3. AREA ANALYSIS 


A General Equilibruim Model of Production, 
Interregional Trade, and Location of In- 
dustry. Leon F. Moses. Review of Eco- 
nomics and Statistics, November, 1960, 
pp. 373-397. [G.F.] 


The model presented synthesizes linear pro- 
gramming as applied to transportation prob- 
lems, and regional input-output methods to 
achieve substitution and optimization within 
a general equilibrium framework. What 
emerges is a multi-region, multi-commodity 
empirical study in comparative advantage. 

Empirical results of the model are pre- 
sented in tables showing the value of goods 
produced by each region for export to foreign 
countries, the value of foreign goods consumed 
in each region and the differences between 
these values for 1949. The model was also 
used to determine optimal patterns of domes- 
tic trade shipments of all manufactured 
products. 

From a marketing standpoint one interest- 
ing conclusion is that a region’s comparative 
advantage cannot be defined by a product 
dimension alone. It must be defined with 
respect to products in particular markets. 


= 
93 
- 
] 
e 
r 
a 
e 
Bs 
g 
aa 
ll 
y 
a 
l- 
d 
is 
id 7 
: 
6. 
s- 
at 
al 
ne 
a- 
| 
he 
he 
nt aa 
to 
on 
is 
| 


JOURNAL OF MARKETING 


International Differences in the Distributon 
of Income. Irving B. Kravs, Review of 
Economics and Statistics, November, 1960, 
pp. 408-416. [G.F.] 


The distribution of before-tax income 
among consumer units in ten other countries 
is compared with that of the United States 
and an attempt made to explain observed dif- 
ferences. The results lend support to the 
hypothesis that the distribution of income 
tends to be more equal the longer and the 
more thoroughly the country has been exposed 
to processes of economic and social change 
associated with industrialization. 

Marketing investigators will welcome the 
discussion of the relationship between human 
psychology and the dispersion of income. How- 
ever, the writer concludes that the explana- 
tion of the greater income equality found in 
developed countries stems from social and 
economic conditions rather than differences 
in personality structure which he evidently 
regards as a consequence rather than as a 
cause of international differences in income 
distribution. 


Richesse Vive (Purchasing Power). Vendre, 
September pp. 65-174; October pp. 97-212; 
November pp. 81-169, 1960. [P.E.] 


The three issues of Vendre specified give 
the 1961 purchasing power indexes for the 
108 French “départments” and for towns of 
any economic importance at all. Example: 
the Pas-de-Calais has a population of 1,303,- 
000 (2.96 per cent of that of France), a 
“richesse vive” of 842.2 (1.92 per cent of 
that of France) divided among 161 “com- 
munes” (of which one, Saint-Pol-sur-Ternoise, 
for example, has a population of 5,100 and a 
“richesse vive” of 6.1). 

Other information given includes the popu- 
lation and purchasing power for the 10 urban 
agglomerations of the “départment,” the num- 
ber of automobiles (87,500) and radios (326,- 
000), the consumption of electricity (2,917,- 
418,000 kWh) and of motor fuel (143,316 
cubic meters) and data on the penetration of 
local and national advertising media. 

The September issue treats the north of 
France; the October issue the southern and 
Algerian “départments”; the November issue 
is devoted to comparative tables and maps, 
showing, for example, the income taxes paid 
by “départment” and the changes in purchas- 
ing power for major cities since 1938. 


Economic Geography. January, 1961. [W-J.R.] 


The theme of this issue is “Marketing 
Geography Comes of Age,” and is based on 
a group of papers presented at one of the 
special sessions of the Association of Ameri- 
can Geographers in Dallas in April, 1960. 
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Saul B. Cohen leads off with “Location 
Research Programming for Voluntary Food 
Chains,” in which comparisons are made in 
the differences and similarities and strengths 
and weaknesses of locating corporate chain 
store units and voluntary food chain store 
units. Data for the comparisons were gathered 
in a co-operative store-location research proj- 
ect for three voluntary groups in New Eng- 
land. In “Evaluation of an Established 
Planned Shopping Center,” Bart J. Epstein 
describes the conventional method used to 
measure the trading area of the Hamden Plaza 
shopping center in Hamden, Connecticut. In 
an analysis and interpretation section the 
drawing power of the supermarket is em- 
phasized. 

In “Planning a National Retail Growth 
Program,” Howard L. Green, Manager of 
Montgomery Ward’s Store Research and De- 
velopment Department, relates some funda- 
mentals in the resumption of Ward’s expan- 
sion program. To demonstrate procedures 
used the author describes the Fort Worth, 
Texas market and shows how markets and 
stores. are matched in it. Harold R. Imus 
shows in “Projecting Sales Potentials for De- 
partment Stores in Regional Shopping Cen- 
ters” how to estimate sales potentials based 
on the idea that store sales potential equals 
total market less competitors’ shares. Some 
eleven steps are described in adequate detail 
to determine this estimate. Store size may 
then be calculated by dividing the sales poten- 
tial by the desired sales volume per square 
foot, which may range from $40 to $75 and 
often approximates $60 per square foot of 
gross area. A fictitious but realistic case 
study illustrates. 


Jack C. Ransome, Manager of the Store 
Location Research Department for Kroger 
Company, describes the organization and pro- 
cedures whereby stores are located, the spe- 
cific tasks of the company geographer, and 
some concepts used in location analysis in 
his article, “The Organization of Location 
Research in a Large Supermarket Chain.” 
Despite excessive past attention to “fire- 
fighting,” an important objective is “. . . to 
extract those repetitive patterns of location, 
facilities, and market characteristics which 
produce successful stores” from the company 
universe of 1400 supermarkets. One of five 
projects identified as underway consists of 
building statistical models of various store 
types with each model trade area considered 
as a series of grids. Each grid will have 
values of population density, income group- 
ings, and sales potential against which com- 
pany experience can be plotted visually or 
by computer (one run so far). 

William Applebaum ties this “marketing 
geography” issue together with a summary 
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of progress to date, a restatement of the 
geographer’s role in solving marketing and 
business problems, and a profferment of the 
case method as a realistic and valuable peda- 
gogical tools to present marketing geography. 
His article, “Teaching Marketing Geography 
by the Case Method,” concludes with a store- 
location problem which Kroger Company suc- 
cessfully solved in Zanesville, Ohio in the fall 
of 1957. 


Seattle Harbor Waterborne Trade and Its Im- 
pact Upon the Economy of King County. 
J. K. King and V. A. Breindl, Port of 
Seattle Planning Department, December, 
1960. 57 pp. [F.M.] 


Here is a heroic attempt at appraising the 
importance of the activities of the Seattle 
Harbor to the surrounding trading area. 
Statistics for 1958 are cross-tabulated in a 
great number of ways: out- and in-bound, 
dollars and tons, destination, origin, type of 
ship, type of commodities. The impact—the 
most fascinating, yet shortest section—is ap- 
praised in number of jobs and payroll created, 
directly as well as indirectly. Although long 
on figures and short analysis this report is 
food for thought to those concerned with 
foreign trade, chambers of commerce, public 
utility planners and the West Coast business 
fraternity in general. 


4. BUYING AND 
PURCHASING 


Protecting The Consumer. Challenge, Novem- 
ber, 1960, pp. 22-27. [w.L.] 


This article records the results of an inter- 
view with Mr. Colston E. Warne, President 
of Consumers Union. The interview deals with 
such topics as: the need for a Department 
of Consumer Affairs, consumer interests and 
their safeguards, pricing practices, guides to 
quality, consumer education, consumer credit, 
and advertising. 


The Deluxe Economy Model. Stanley C. Hol- 
lander, Challenge, November, 1960, pp. 
28-31. [W.L.] 


“Products and services that supposedly at- 
tracted customers solely because they were 
inexpensive are being offered in an increas- 
ingiy wide assortment of deluxe models.” This 
is a counter movement to the standard trickle- 
down pattern where products become cheaper 
and more popular. This article examines why 
the trickle-down process of marketing a new 
product was a necessary practice in the past 
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and why a “trickle-up” process, in which 


economy models are being steadily upgraded, 
now occurs. 


5. CONSUMER ANALYSIS 


Quarterly Survey of Consumer Buying Inten- 
tions. Federal Reserve Bulletin, December, 
1960, pp. 1332-1337. [c.F.] 


In October, 1960, consumers reported fewer 
plans to buy automobiles and selected house- 
hold durable goods than a year earlier. Re- 
ports of past income changes and expecta- 
tions of future changes were about the same 
as earlier. 

These findings are from the eighth Quarterly 
Survey of Buying Intentions conducted by the 
Bureau of the Census. Two earlier articles 
covering the first seven surveys and giving 
a detailed description of the Quarterly Survey 
appeared in the Federal Reserve Bulletin 
for September, 1960, pp. 973-1003. 


The Use of the Product Profit and Loss 
Budget for Marginal Sales Decisions. H. 
K. Vancamp, N. A. A. Bulletin, Novem- 
ber, 1960, pp. 5-16. [S.J.s.] 


In order to accomplish profit maximation, 
accounting must furnish management with 
information on which decisions can be made 
regarding marginal sales. This goal can be 
accomplished by the establishment of a 
budgeted product profit and loss. From the 
budgeted product profit and loss, the neces- 
sary information can be taken to solve the 
problems arising in the handling of these 
sales. Management may be considering either 
the adding of a new product or the discon- 
tinuance of an old product; for this type of 
a decision, management must have good cost 
of distribution information as well as fac- 
tory costs. It is the duty of the accountant to 
develop such information so that it is avail- 
able when the need arises. 


Annual and Lifetime Income in Relation to 
Various Income Bases. D. G. Davies, The 
American Economic Review, December, 
1960, pp. 962-986. [S.c.H.] 


The proposition that education increases 
earning power has widespread acceptance. 
However, Miller points out, the only avail- 
able detailed analyses on the association of 
years of schooling to total income have been 
based solely upon 1949 data. His computations 
for 1939, 1946, 1949, 1956, and 1958 reinforce 
the general impression. As of 1958, U. S. 
males with eight years of primary education 
could anticipate lifetime earnings of $182,000; 
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while high school and college graduates could 
expect $259,000 and $435,000 respectively based 
upon economic conditions then prevailing. 
Moreover, in spite of the increase in the 
supply of graduates, these data indicate no 
decline in relative differential earnings. Of 
course, correlation does not prove causation 
and the populations with and without formal 
schooling may, and probably do, differ in 
many other important respects. However, a 
comparison of veterans who received GI edu- 
cational benefits with those who did not 
tends to support the basic thesis. 


The Learning of Tastes. H. E. Krugman and 
E. L. Hartley, Public Opinion Quarterly, 
Winter, 1960, pp. 621-631. [G.F.] 


Experiments connecting liking with novelty 
and familiarity are needed to discover prin- 
ciples governing the learning of tastes. The 
question of how we learn to like objects or 
ideas cannot be studied by one-time exposure 
procedures such as “Madam, how do you feel 
about this new product (like, dislike, or no 
opinion) ?” Market researchers’ pre-testing of 
radio and TV programs on a single-exposure 
basis may in part be responsible for the low 
levels of taste in what is presented to the 
public. If in fact a real gap in knowledge 
is represented here, the elements of experi- 
mental design distilled from the writers’ re- 
view of the literature should prove helpful 
to any social scientist attempting to uncover 
empirical regularities which could be useful 
in predicting the vagaries of desire for prod- 
ucts, brands, tastes, styles, or ideas. 


Functional Analysis and Mass Communica- 
tion. C. R. Wright, Public Opinion Quar- 
terly, Winter, 1960, pp. 604-620. [G.F.] 


Functional analysis examines consequences 
of phenomena which affect adjustment of any 
given system such as individuals, group, and 
social systems. The object of analysis must be 
patterned and repetitive. As a social process, 
mass communication is patterned and repeti- 
tive with respect to each of the above systems. 
Basic questions about mass communications 
can be interpreted by means of a formula: 
“What are the intended (manifest) and un- 


~ intended (latent) consequences (functions and 


dysfunctions) of mass communicated news 
(surveillance), editorial activities (correla- 
tion), cultural transmission, and entertain- 
ment for given systems (society subgroups, 
individuals, cultural systems) ?” 

The writer transforms elements in the above 
formula into categories in a chart which 
organizes hypotheses and empirically discov- 
ered effects of mass communication into an 
inventory of consequences (functions) of mass 
communications. The interactions of surveil- 
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lance correlation, cultural transmission, and 
entertainment may be social mechanisms to 
counteract unintended consequences (dysfunc- 
tions) of other activities in order to keep the 
system from breaking down. Public relations 
counselors and advertising men may find in 
this inventory stimuli to their conjectures 
regarding the consequences of mass communi- 
cation in contemporary society. Certainly the 
parallel between the paradigm offered here 
cybernetic systems represents something more 
than a simple analogy. 


Consumer Goods Developments. Federal Re- 
serve Bulletin, November, 1960, pp. 1217- 
1223. [G.F.] 


Output of consumer goods up to September, 
1960, was maintained at 115 per cent of the 
1957 average, but retail sales increased less 
than income after taxes. The rising propor- 
tion of automobile output accounted for by 
compact cars resulted in a decline in steel 
requirements but an increase in use of alu- 
minum, plastics, and glass. Total auto sales 
were at a 6.6 million rate, and an estimated - 
7 million homes (14 per cent of all house- 
holds) had more than one car. Output of home 
goods rose two-fifths from early 1958 to late 
1959. Production of appliances, television, and 
furniture advanced faster than retail sales 
and related demands through most of 1959. 
Briefly stated, the bloom was noticeably off 
the boom by the time the November issue of 
the Federal Reserve Bulletin appeared. 


6. COSTS AND EFFICIENCY 


The Aged in American Society. Mel. J. Ravitz, 
Journal of Home Economics, June, 1960, 
pp. 414-417. [w.J.R.] 


This article indicates some of the signifi- 
cant characteristics of our society as they 
relate to the process of aging, and outlines 
some of the problems the aged face. The 
author charges that our society has not yet 
defined the situation for its oldsters and that 
“sheer physical prolongation of life without 
effective social participation of the aged may 
be even more barbarous than outright execu- 
tion of the aged.” 

Noting our national tendency to hide like 
ostriches from honest concern with age and 
aging, the author supports this notion by 
pointing out the emphasis of products and 
advertising that accent “youthful appear- 
ance” and contribute to the development of an 
overwhelming youth fixation. 

A common-sense program of amelioration 
is outlined, but the author recognizes that no 
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program can succeed until society’s values re- 
garding the role of the aged become more 
intelligent and reaffirm the dignity of man, 
and especially its senior citizens. 


Some Sociological Dimensions of Consumer 
Spending. Howard Roxborough, The Cana- 
dian Journal of Economics and Political 
Science, August, 1960, pp. 452-464. [s.c.H.] 


Consumer spending involves decisions (both 
conscious and subconscious) to obtain and 
use facilities (purchasing power, goods, and 
services). The process of choice operates at 
seven levels of increasing specificity. The 
three most general levels, i.e. decisions to 
accept generalized purchasing power, to accept 
the style of life characteristic of the individ- 
ual’s society, and to accept the standard of 
living associated with that style of life, are 
not treated here. The four more specific prob- 
lems are: 1) the selection of consumption 
standards or value systems for judging facil- 
ities, 2 & 3) the selection of planes of liv- 
ing and consumption levels, and 4) selection 
of particular goods. The standards by which 
consumption facilities are judged include: 
contributions to cultural survival, to status 
evaluation, to taste and morality, and to 
protection. Individuals occupy roles in various 
collectivities (such as households, firms, and 
neighborhoods). These collectivities are rank- 
able, and the rank of any collectivity will 
influence the planes of living associated with 
its various component roles. Similarly, the 
individual’s role will strongly influence his 
consumption level. Children, for example, often 
use different and less expensive clothing than 
their parents, not merely because they are 
smaller but because they occupy a different 
role within the family. The selection of specific 
goods involves activities (systems of unit acts) 
which may be dominated by situational, goal, 
interactional, or sentimental elements. 

This system of analysis results in the sug- 
gestion that consumption patterns will in- 
clude “standard packages” for each role player 
that are relatively invariant with minor 
changes in income. Additional income not 
associated with role change may go for ten- 
sion relieving or “impulse” spending rather 
than for saving. 


Social Anthropology of Economic Underde- 
velopment. J. L. Sadie, The Economic 
Journal, June, 1960, pp. 294-3038. [G.F.] 


“The economic condition of underdeveloped 
countries is a function of their social cultural 
institutions, in consequence of which genera- 
tion of economic development of a people by 
themselves is neither more nor less than a 
sociopsychological process.” Thus an econ- 
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omist acknowledges what marketing men have 
long since discovered. Sadie asserts that eco- 
nomic elements as such are not limiting fac- 
tors of the first order. Not Malthusian pres- 
sure or inadequate capital formation, but 
fixed psychological attitudes, traditional cus- 
toms and mores are for him the barriers 
standing in the path of economic develop- 
ment. 

Where Sadie stresses the role of the social 
anthropologist who would be able to give ad- 
vice on growth inhibiting factors, marketing 
practitioners would perhaps recommend that 
demand stimulation specialists could be added 
to accelerate the transformation of a sub- 
sistence into a cash market economy. Those 
concerned with international marketing or 
domestic marketing abroad may find interest 
in the description of the culture of the South 
African Bantu, which is here used to explain 
the social anthropology of economic under- 
development and marketless trading. 


7. DISTRIBUTION AND 
CHANNELS OF 
DISTRIBUTION 


How Manufacturing Co-ops Market Grade A 
Milk. Donald R. Davidson, FCS Circular 
26, Farmer Cooperative Service, U.S.D.A., 
October, 1960, pp. 51. [J.K.S.] 


Handling Grade A fluid milk has become 
increasingly important to dairy manufactur- 
ing co-ops. Although originally established 
to manufacture ungraded milk, these co- 
operatives and similar concerns today must 
decide whether it is economically feasible to 
gear themselves to the trend toward Grade A 
milk production and marketing. 

Reasons for diversifying into Grade A 
fluid operations have included: pressure from 
dairy farmers, local market demand, com- 
petition from other firms, and a growing 
belief in a trend toward a single standard of 
milk. 

This report is based on a study made by 
Farmer Cooperative Service in which all 
known dairy manufacturing co-operatives han- 
dling fluid milk in Minnesota, Wisconsin, and 
Iowa received questionnaires, and several con- 
cerns handling Grade A milk were selected 
for detailed analyses. The study sought to 
learn exactly why manufacturing co-operatives 
handling Grade A milk had diversified into 
the fluid field, the method, scope, and cost 
of such diversification, advantages and dis- 
advantages encountered, and how successful 
were their marketing programs. 
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The Logistics of Distribution. John F. Magee, 
Harvard Business Review, July-August, 
1960, pp. 89-101. [J.M.R.] 


The author makes a strong argument for 
a system approach to physical distribution. 
Only then are “trade-offs” (spending at one 
point resulting in greater savings at another 
point) likely to be achieved. Trends in costs, 
product-line policy, and in the market place 
impose a need for greater distribution effi- 
ciency. The author sees opportunities for cost 
reduction in three areas: transportation, in- 
formation handling, and materials handling. 
A step-by-step plan for distribution analysis 
is outlined. 


1960 Report of the Boston Conference on Dis- 
tribution. November, 1960, 104 pp. [D.J.L.] 


The Boston Conference has provided its 
32nd annual forum for prominent and fore- 
sighted viewers of the marketing scene. Its 
theme this year, “America’s Stake in World 
in World Distribution,” actually was the con- 
cern of one of the four sessions, but the three 
others dwelt on equally significant subjects. 

Seven papers dealing with aspects of world 
trade occupy nearly half of the report. Our 
national challenge in world affairs is treated 
broadly and strikingly by W. W. Rostow. 
Specifically in marketing abroad, an interest- 
ing comparison is ,provided of the viewpoint 
and experiences of two manufacturers, one 
large and the other relatively small, by the 
respective presidents of National Cash Reg- 
ister Company and of William Underwood 
Company. Another helpful paper, by a U.S. 
Department of Commerce official, specifies 
product opportunities in many of the smaller 
nations. 

Turning to the domestic sphere, five speakers 
directly addressed themselves to the theme, 
“The Contest for the General Merchandise 
Dollars.” The stage is set by Stanley Hol- 
lander’s insights into discount house evolution 
and competition. Then follow factual and in- 
‘teresting discussions by executives of four 
other types of retail institutions that also con- 
tend for the general merchandise dollar: var- 
iety store, department store, mail order house 
and supermarket. 

Although more distinct visions might be 
desired from some speakers in the session on 
“Marketing in the 60s,” Neil Borden’s assess- 
ment of product planning problems is truly 
perspective, and Robert Eggert’s survey of 
marketing efficiency is a serious effort to 
delineate an aspect whose significance is ex- 
ceeded only by our ignorance of status and 
progress. 

The papers dealing with consumer forces 
seem all too brief, considering the capabilities 
of the speakers. Of particular value seem 
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Janet Wolff’s cues on appealing to women and 
George Katona’s analysis and defense of con- 
sumers’ buying power. Finally should be men- 
tioned what apparently was a featured address 
—and rightly so—the description of communi- 
cation marvels and their future benefits to 
distribution efficiency. This came from an ob- 
viously authoritative speaker, President F. R. 
Kappel of A. T. & T. 

The quality, authority and scope of these 
messages justifies a place for this report on 
every marketing bookshelf. Copies are avail- 
able from the Boston Conference, Soldiers’ 
Field, Boston 63, Massachusetts. 


What Makes Shopping Centers Tick. Samuel 
Feinberg, Fairchild Publications, (7 E. 
12th Street, New York 3, N. Y.), 1960, 
121 pp. [F.M.] 


This is a collection of 110 articles that ap- 
peared in Women’s Wear Daily. The history 
and development of the shopping center con- 
cept is reviewed. Practical operational prob- 
lems are emphasized: tenant composition, ex- 
clusive leases, crossing of merchandising lines, 
number of supermarkets, parking facilities, 
night openings, lease terms, financing, mer- 
chants associations, and their promotional 
programs. All problems are brought into 
focus by profuse use of case histories. 


Brokers: Key to the Local Market. Frank 
Cogan, Food Business, February, 1961, 
pp. 13-17. [J.s.w.] 


This article is a report on an interesting 
and informative panel discussion held before a 
National Food Brokers Association conven- 
tion. The following questions were answered 
by a group of executives from food manufac- 
turing firms: 

1. How is the food broker doing? Where 
is he going? 

2. Just how important is his operation at 
the local level to the national grocery brand 
maker? 

3. Is the broker equipped to judge the need 
for and value of brand advertising and pro- 
motion? 

4. What does the big brand sales manager 
expect of this sales representative? 

5. How are the rising problems of conflict- 
ing accounts brought about by mergers ard 
new product introductions being handled at 
the local level? 


Who Should Control Physical Distribution? 
Sales Management, February 3, 1961, pp. 
42-43, [W.J.R.] 

Positing that responsibility for physical 
distribution is fractionalized too much for 
adequate cost cutting and technique improve- 
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ment, Sales Management asks the views of 
four widely differing manufacturers. Two 
(Bell & Howell and Endicott Johnson) be- 
lieve it belongs under marketing; one (Best- 
wall Certain-teed) thinks it should exist as 
a separate entity; and one (Sun Chemical) 
puts it under the local production manager. 
Most have different needs and explanations 


‘of where physical distribution should be 


controlled. 


Let’s Give Transportztion A Seat on The New 
Cabinet. John H. Frederick, Distribution 
Age, January, 1961, pp. 30-31, 58. [W.L.] 


Inadequacies exist in the federal apparatus 
for handling transportation problems. Co- 
ordinated consideration is not given to the 
dollars spent, or the purposes and methods 
of expenditure, in developing and promoting 
transportation facilities. An organization 
chart depicting the organization of Federal 
Transportation Agencies, and an alternative 
plan for grouping them in to one agency 
headed by a secretary of transportation, is 
presented. 


Profit and Competition. Ronald G. Ray, Dis- 
tribution Age, January, 1961, pp. 34-35. 
[W.L.] 


The following changes in transportation 
pricing are advocated: abolishing the 30-day 
waiting period of the Interstate Commerce 
Act; establishing newly-published commodity 
rates for a definite period of time; having the 
traffic bureau distribute rate tenders. By so 
doing transportation pricing can be updated 
to provide shippers with reliable, pertinent 
price data. 


9. FORECASTING 


Long-term Trends in the Food Industry. Food 
Business, January, 1961, pp. 14-18, and 
February, 1961, pp. 20-22. [J.s.w.] 


Through the use of thirteen charts and ac- 
companying descriptive materials, marketing 
trends in the food industry since World War 
II are traced. Food production and consump- 
tion patterns for the years 1947-1959 are 
given, and these trends are then projected to 
1965. 


10. FOREIGN MARKETING 


Government Competition and the Performance 

of the French Automobile Industry. John 
Sheahan, The Journal of Industrial Eco- 
nomics, June, 1960, pp. 197-215. [s.c.H.] 


The ratio of French to American automobile 
production increased from 1 to 25 in 1950 to 
1 to 5 in 1959. The growth is due to product 
competition policies of the French manufac- 
turers who make truly differentiated cars, and 
have to keep up with the aggressive investment 
and development policies of Renault, the na- 
tionalized firm. The French industry enjoyed 
significant economies of scale and was pri- 
marily working to satisfy original needs rather 
than replacement demand. This facilitated 
vigorous and imaginative strategies. 


Russia: Distribution Without Competition. 
Distribution Age, January, 1961, pp. 38- 
39. [W.L.] 


This article presents a brief account of a 
firsthand investigation of the Russian trans- 
portation system. Railways are virtually the 
only surface transportation, there is little 
water traffic, air traffic is light, and no in- 
tercity highway system exists. 

Russia is making an all-out effort in re- 
search and development far greater than is 
the United States. To date, however, Russia 
has not been able to match American trans- 
portation development. 


Betty Crocker Moves to Great Britain: Will 
the Cake Rise or Fall? Food Business, 
January, 1961, pp. 20-21. [J.s.w.] 


Six Betty Crocker mixes are now being 
marketed in Great Britain. General Mills is 
thus attempting to exploit the “service per- 
sonality concept” in the British market, where 
cake mixes have experienced disastrous mar- 
keting defeats. The question which this ex- 
periment should answer is “Will American 
marketing techniques work in Britain?” Gen- 
eral Mills executives believe that they will. 


La Consommation Des Ménages Francais en 
1956 (French Household Consumption in 
1956), Consommation, April/June and 
July/September, 1960. [P.E.] 


The two issues of Consommation give the 
complete findings of the most important study 
carried out on consumption in France. It 
is the work of the Institut National de la 
Statistique et des Etudes économiques and of 
the Centre de Recherche et de Documentation 
sur la Consommation. 

The April/July issue presents the back- 
ground of the study, the sample (16,500 
households, of which, for example, 30 per cent 
were worker households) and the question- 
naire (ten sections going from food and lodg- 
ing to appliances and vacations). It also in- 
cludes 22 tables detailing expenditures by 
type of community of residence and by region; 
then by type of community and of economic 
activity. 
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The second issue is composed of 61 tables 
covering analysis of expenditures by family 
size and income group; automobile expense 
by income group; and income by type of eco- 
nomic activity. 


Great Differences Within European Common 
Market Can Trap U. S. Manufacturers. 
Albert Stridsberg, Advertising Age, Janu- 
ary 30, 1931, pp. 75-80. [J.E.M.] 


Stridsberg states that American companies 
have a high rate of product failure in the 
European Common Market. In discussing the 
reasons for such failure, he makes the basic 
point that there is still not a “common mar- 
ket” but “. . . many—and for most products 
each market must be studied individually be- 
cause of sharp differences in consumer at- 
tidues, buying attitudes, et cetera, in each 
nation and in areas within.” The article is 
important to anyone interested in foreign 
marketing. 


Self-Service Grows in Japan. M. M. Zimmer- 
man. Super Market Merchandising, Feb- 
ruary, 1961, pp. 79-82, 85. [J.s.w.] 


An informative article on the progress of 
the super market revolution in Japan. The 
first supermarket was established in Japan 
as recently as 1953. By the end of August, 
1960, the total number of self-service food 
stores stood at 1,260. Operational problems 
are described, and several pictures accompany 
the article. 


11. GOVERNMENTAL 
RELATIONSHIP TO 
MARKETING 


Progressiveness of a Sales Tax in Relation to 
Various Income Bases. The American 
Economic Review, December, 1960, pp. 
987-995. [S.C.H.] 


As states and cities cast about for revenue 
sources, marketers may well be concerned 
with the justification for, and impacts of, 
retail sales taxes. In this article, Davies 
reports on an analysis of the burden of the 
Ohio state sales tax upon a sample of 897 
Ohio families (using Wharton-BLS data) 
under various income concepts. The tax ap- 
pears regressive if income is measured as 
either gross receipts or as net income (gross 
minus personal taxes). However, the tax is 
progressive under the Fisher concept of real 
income (consumption expenditures) or the 
Friedman permanent income hypotheses. Ex- 
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ception of food purchases makes the tax less 
essive or more progressive under any of 
the concepts. 


12. HISTORY AND TRENDS 


Economic Activity in 1960. Federal Reserve 
Bulletin, January, 1961, pp. 1-7. [G.F.] 


Economic activity reached a cyclical high 
about the middle of 1960 and has declined 
since then. Gross National Product in cur- 
rent dollars was at a record seasonally ad- 
justed annual rate of $505 billion in the 
second quarter. 

However, by mid-year expansion in business 
inventories ended, and in the final quarter 
business reduced stocks at an annual rate of 
about $4.5 billion. While durable goods in- 
ventories rose sharply in the beginning of the 
year, from June to November the book value 
decline of 1.2 billions or 4 per cent exceeded 
the net rate of decrease in total inventories. 
Total trade inventories, in contrast increased 
owing mainly to renewed accumulation of auto 
stocks in October and November. 

Net exports of goods and services increased 
throughout 1960. In the fourth quarter, ex- 
ports were at an annual rate of about $27 
billion or one-sixth higher than a year earlier. 
Similarly total government purchases rose 
throughout 1960 and for the year were $2.5 
billion, or about 2.5 per cent higher than in 
1959. 

Personal consumption expenditures in- 
creased substantially in the first half of 1960, 
then slowed so that for the year as a whole 
they exceeded the 1959 total ‘by only 4 per 
cent. However, in constant dollar terms con- 
sumer spending has increased at an average 
annual rate of about 3.5 per cent compounded 
since 1947. The proportion spent for services 
has risen from 32.9 per cent in 1948 to 35.5 
per cent in 1960, while the proportion spent 
on non-durables has declined from 49.7 per 
cent in 1948 to 44.4 per cent in 1960. 

These statistics do not seem to portend the 
decade of “the soaring sixties,” but it should 
be noted that at its high in the second quarter, 
1960 physical output of goods and services 
was about 7.5 per cent above the 1957 peak. 
Markets, not productive capacity, pose the 
challenge to further expansion. 


What’s Behind the 15% Ad Fee. James Webb 
Young, Saturday Review, January 14, 
1961, pp. 42-44. [Ww.s.R.] 

Beginning with Volney B. Palmer, the first 
traceable American advertising agent who 
established his agency in 1841, the evolution 
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in the payoff structure for advertising serv- 
ices is presented. It is one of changing func- 
tions, emphasis, personalities, and compromise. 

In the tug and pull for control among the 
advertiser, the publisher, and the advertising 
agency, the chronological order of development 
is something like this: (1) from publisher’s 
business agent to (2) space retailers or in 
effect complete advertising managers of a 
publication’s available advertising space back 
to (3) special publisher’s representatives or 
“special agents” representing one publication 
only back to (4) an extended version of (2) 
called “general agents” who began to be con- 
cerned with the “how to” of advertising to 
(5) the full-service advertising agency of 
today. 

Somewhere during this evolution, publishers 
came to recognize that (1) “stabilized-com- 
mission” agencies seemed to develop new ad- 
vertisers better than did the cut-rate agencies; 
(2) the quality and character of the whole 
advertising plan was what made advertising 
pay for the advertiser; (3) the service agency 
had accumulated the greatest advertising “ex- 
pertise” among the specialists. 

During this extended definition process, re- 
muneration rates varied experimentally and 
widely. It focused generally at 15 per cent 
for newspapers and 10 per cent for magazines 
with a cash discount of 5 per cent. About 
1918 the present commission rate was com- 
promised at a flat 15 per cent on the gross 
cost of the space sold to the advertiser. 


14. MARKETING 
MANAGEMENT 


Leasing: New Release For Liquid Capital. 
William F. Barnes, Distribution Age, Jan- 
uary, 1961, pp. 40-41, 64. [W.L.] 


A discussion of the advantages accruing 
from entering into a full-service lease for 
trucks is presented. 


Corporate Design Programs. Print, November/ 
December, 1960, pp. 31-69. [J.E.M.] 


Again an entire issue of Print is comprised 
of explanations and illustrations of selected 
new corporate design programs. When Print 
devoted its May/June, 1959, issue to this same 
subject, not only was the entire production 
run of 11,000 copies sold, but 7,000 reprints 
were requested. This issue, up-dating the 
previous one, is divided into four sections: 
Four Major Corporate Design Programs, 
Fourteen Capsuled Corporate Design Pro- 
grams, The Future of Corporate Design, and 
Corporate Image Revisited. Since such pro- 


grams provide an umbrella under which prod- 
ucts can be more favorably marketed, this 
issue of Print should interest every marketer. 


Business Budgeting and the Theory of the 
Firm. James S. Early, The Journal of 
Industrial Economics, November, 1960, 
pp. 23-42. [S.c.H.] 


James S. Early and a group of economists 
associated with him have been conducting a 
number of studies trying to test and validate 
the basic hypothesis of neo-cla:sical economics: 
that businessmen try to maximize profits, or, 
in other words, make decisions that will equate 
marginal revenue with marginal cost. Here 
he reports that a study which showed that 
the ways in which 110 large companies use 
budgets, particularly in making market or- 
iented decisions, are consistent with the mar- 
ginalist hypothesis, even if they do not prove 
it. 


Observations on Decentralization in Large 
Enterprises. Richard B. Heflebower, The 
Journal of Industrial Economics, Novem- 
ber, 1960, pp. 7-22. [S.Cc.H.] 


Decentralization of decision-making must be 
distinguished from decentralization of admin- 
istration. The former, with which Heflebower 
is concerned here, amounts to the creation of 
quasi-firms within the organization, capable 
of selecting market alternatives. This de- 
centralization will tend to intensify competi- 
tion, both by creating interdivisional competi- 
tion and by putting the pricing, buying and 
selling decisions in the hands of executives 
who, presumably, will not be subject to some 
of the non-economic restraints that bind top 
management. Decentralization also increases 
managerial efficiency in large organizations 
and makes giant corporations practicable. On 
the other hand, divisional executives fre- 
quently will concentrate on satisfying short- 
run objectives, even though top management 
wants them to seek long-run goals. 


Marketing Myopia. Theodore Levitt, Harvard 
Business Review, July-August, 1960, pp. 
45-56. [J.M.R.] 


The charge that there is no such thing as a 
growth industry is the central challenge of 
this paper; there are growth opportunities, 
of course. The history of every declining 
“growth” industry shows a “self-deceiving 
cycle of bountiful expansion and undetected 
stagnation.” This cycle develops from four 
conditions: 

a. Belief that growth is assured by expand- 

ing and more affluent population. 

b. Belief that there is no competitive sub- 

stitute. 
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ce. Too much faith in mass production and 
advantages of declining unit costs. 

d. Preoccupation with product that lends 
itself to controlled scientific experimenta- 
tion, improvement, and manufacturing 
cost reduction. 

Mr. Levitt’s argument is startling; his 

incisive evidence is most convincing. The form 

of marketing myopia set forth here can be 
removed which management thinks of itself 

“not as producing products but as providing 

customer-creating value satisfactions.” Here is 

a persuasive argument for the “marketing 

concept.” 


The Serious Business of Business Games. Wal- 
ter S. Wikstrom, Management Record, 
February, 1960, pp. 6-8 ff. [J.M.R.] 


Here is an interesting survey of the devel- 
opment of the business game, its contributions 
to learning, and its limitations. The business 
game is not new; the law school’s moot court 
and the military training game are precedents 
of long standing. The author describes the 
business game as a working model of the 
real business world—a case study in motion. 
Technically, it is defined as “a dynamic train- 
ing exercise based upon a mathematical model 
of an economic situation.” 

The article is informative for the nonmathe- 
matician. It is clear in its description of game 
procedure and objective in its evaluation. Of 
particular interest in its discussion of the 
controversy over the lack of qualitative factors 
in business gaming. In addition to contributing 
to the development of sound decision-making, 
business games emphasize need for sound or- 
ganization, importance of long-range plan- 
ning, and concern for company over function. 
However, the author reports that management 
development specialists are in agreement that 
games should not be relied upon to teach new 
material; rather they vividly reinforce what 
has been learned less dramatically through 
other methods. 


Organization Prestige: Some Functions and 
Dysfunctions. Charles Perrow, American 
Journal of Sociology, January, 1961, pp. 
335-341. [J.L.G.] 


An organization is dependent on its environ- 
ment and may control this dependency by 
acquiring prestige. It is better that a firm 
base prestige upon the quality of the goods 
or services which it produces (intrinsic char- 
acteristics) rather than on extrinsic charac- 
teristics such as institutional advertising, sell- 
ing techniques, and packaging. However, few 
customers are able to evaluate quality even 
with the aid of such validating groups as 
consumer-research organizations or of indirect 
indices of quality. Therefore, extrinsic charac- 
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teristics are emphasized and promoted in a 
variety of ways to gain prestige. Thus, it 
seems that the character and goals of an 
organization may be shaped to an un- 
anticipated extent both by heavy emphasis on 
intrinsic indices of quality and on extrinsic 
characteristics. 


The New Competition—International Markets; 
How Should We Adapt? Yale Brozen, The 
Journal of Business, October, 1960, pp. 
822-326. [c.H.H.] 


This article deals with the problem most 
aptly expressed by the question, “How can 
American manufacturers, with employment 
costs that average over $2.50 an hour, compete 
with foreign producers whose average em- 
ployment costs range from $1.00 per hour 
down to 30 cents an hour and less?” The 
author in discussing this problem admits the 
necessity of two-way exchange in foreign trade. 
American companies that cannot meet foreign 
competition should re-examine their produc- 
tivity, their research, product designs and 
product lines, and their merchandising and 
marketing. Additional considerations of labor 
relations and the easing of the business tax 
burden are also treated. A realistic appraisal 
of a pressing problem. 


An Approach to Quantitative Analysis for 
Organization. Herbert G. Hicks, Journal 
of the Academy of Management, Decem- 
ber, 1960, pp. 155-160. [c.H.H.] 


This article demonstrates the use of mathe- 
matical analysis in solving problems in which 
space is a significant factor. Attention is 
focused on a problem of arranging ten desks 
in a large room within an x-y co-ordinate 
system as a means of illustrating the quan- 
titative approach. The analysis may be adapted 
to other space problems. In the marketing field, 
the system of analysis would seem to apply 
in problems of layout of warehouses, sales 
offices, etc. 


Management and the Electronic Computer. 
Richard N. Schmidt, Journal of the Acad- 
emy of Management, December, 1960, pp. 
167-173. [C.H.H.] 

In this article the past impressions, expe- 
riences, and disenchantments of management 
in using electronic computors are reviewed. 
The author contends that the apparent failure 
of the computer was due to management’s own 
failure to learn and understand the funda- 
mentals of the computer and its business uses. 
It is pointed out that as more members of 
management acquire a basic knowledge of the 
computer, the renewed belief in its potential 
will become widespread. Illustrative of com- 
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puter utilization is the development of systems 
of quantitative management control being 
arranged in more advanced companies. The 
author illustrates the control use of the com- 
puter through an explanation of an “admin- 
istrative blueprint” of management control as 
a cybernetic system. 


Automatic Horizontal Communication in Man- 
agement. Joseph L. Massie, Journal of the 
Academy of Management, August, 1960, 
pp. 87-91. [C.H.H.] 


The author, through a couple of illustrative 
case histories, attempts to support his hypoth- 
esis that automatic horizontal communication— 
the habitual routine or spontaneous exchange 
of information and understanding among exec- 
utives on the same level of organizational 
authority—is one technique by which sub- 
ordinate executives arrive at decisions inform- 
ally and spontaneously, thereby relieving top- 
line executives not only from making some 
decisions but also from consciously structuring 
the decision-making pattern for lower level 
managers. 


Management of New Products. New York: 
Booz, Allen and Hamilton, 1960, 31 pp. 
[G.c.s.] 


New products are becoming more important 
to company growth, profits, and planning. New 
products planning is a fundamental business 
strategy, according to this report, and can 
be broken down into six states: exploration, 
screening, business analysis, development, test- 
ing, and commercialization. New products may 
also be added through acquisition of companies, 
but the process should be carried out in as 
orderly a fashion as with internal product 
development. Top management participation 
and interdepartmental co-operation are vital 
in reducing organization problems when an 
active program of new product development 
is pursued. 


Management in Perspective; Management 
Brain-Power Needs for the 1970’s. Keith 
Davis, Journal of the Academy of Man- 
agement, August, 1960, pp. 125-127. 
[C.H.H.] 


Professor Davis sounds the alarm that “in 
the final analysis our manager shortage may 
indeed be more serious than our engineering 
and scientific shortage.” He calls attention to 
the fact that the development of managerial 
talent takes years and is an unending require- 
ment in modern society. The problem is crystal- 
lized by comparing the nation’s estimated man- 
agerial need by 1975 with 1975 projections of 
business and engineering school graduates at 
the 1957-58 rate and at twice the 1957-58 rate. 


The author emphasizes that universities and 
businesses must share the responsibility for 
developing our management brain power for 
the 1970s. 


The Structure of Successful Packaging. Mod- 
ern Packaging Encyclopedia Issue for 
1961, November, 1960, pp. 18-21. [J.E.M.] 


This is a report of a study made of 86 
firms that have instituted advanced programs 
for their packaging operations. Packaging is 
currently receiving increased attention by busi- 
ness firms concerned with the activity. The 
marketing or sales department is the most 
influential group in committees formed to 
determine package policy and planning. Ten 
tables are used to illustrate the comment made 
on the study. The conclusion is reached that 
“Packages are, for most of the firms, their 
‘second product.’ From a marketing viewpoint, 
they are a most strategic product.” The article 
should interest marketers of packaged prod- 
ucts, as it indicates trends from an organiza- 
tional and policy standpoint. 


Effective Management of New Packages. C. 
Wilson Randle and Phillip A. Urion, Mod- 
ern Packaging Encyclopedia Issue for 
1961, November, 1961, pp. 22-24. [3.E.M.] 


Packaging is becoming an activity of market- 
ing management. This article discusses the 
packaging function in terms of the (1) Life 
Cycles of Packages, (2) Organization for Pack- 
aging, and (3) Managing and Packaging Func- 
tion. The discussion of the duties of the pack- 
aging function is helpful to those directly or 
indirectly concerned with the development of 
packages and the marketing of packaged 
products. 


Three Reasons Why Media Planning is a Com- 
pany Job. Media/Scope, December, 1960, 
pp. 45-49. [J.E.M.] 


This article is an excellent case history of 
how one company approaches the task of 
selecting media for advertising purposes. Of 
special interest is the six-step planning proc- 
ess followed by the Goodyear Tire and Rubber 
Company. A presentation of the company’s 
general media mix is included. 


Management Ideology: Myth and Reality. 
Thomas A. Petit, California Management 
Review, Winter, 1961, pp. 95-102. [w.J.R.] 


Contrasted here are the classical manage- 
ment ideology based on the single-minded goal 
of profit maximization and the emerging ideo- 
logy of “socially responsible management” with 
its multiminded goals and “trusteeship” con- 
cern for all affected parties. After reviewing 
the criticisms leveled at both the old and new 
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orthodoxies, the author discusses some of the 
elements causing mental anxiety and strain 
in the management role derivative of the more 
ambiguous and newer ideology. It is contended 
that this strain helps to force executives to 
identify their roles and business objectives 
with the “current social drift” and thus inte- 
grate the economy into society. 


Product Innovation in Small Business. John 
T. Doutt, Business Topics, Autumn, 1960, 
pp. 58-62. [C.H.H.] 

Professor Doutt expresses concern over the 
mechanical approach that many small busi- 
nesses are taking in regard to product innova- 
tion. The concepts incorporated in this me- 
chanical approach seem to have separated 
management from the general problem area. 
The proper alternate to this approach is one 
that incorporates a management philosophy of 
“curiosity and concern” that is generated by 
the top executives and flows down through 
every department, every office and every func- 
tion of the enterprise. Important ingredients 
of this enlightened approach are the develop- 
ment of the proper organization climate and 
a concern in finding problems that need solu- 
tion. Qaulity rather than quantity seems to 
be the key to survival for the small producer in 
this product innovation competition. 


The Population Explosion—Its Implications 
for Business. James Gillies, California 
Management Review, Winter, 1961, pp. 
53-60. [W.J.R.] 


In this sane survey the author discusses 
among other items (1) the prospects of a 
smaller labor force due to the imbalance in 
the ratio of youngsters and old folks to self- 
supporting adults; (2) skyrocketing urban 
land values; (3) permanent traffic jams and 
the need for a system to move people from one 
area of ‘concentration to another; (4) the con- 
tinued migrations from the south to the north, 
the east to the west, and the farm to the city; 
(5) the feasibility of inter-mixing industrial 
and residential land use in the industrial park 
manner. 


15. MARKETING 
EDUCATION 


The Transferable Skills of a Manager. Theo- 

dore O. Yntema, Journal of the Academy 

of Management, August, 1960, pp. 79-86 
(C.H.H.] 

This article, adapted from a speech delivered 

by Mr. Yntema before the Third Annual Mid- 

west Management Faculty Conference at 
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Wayne State University, notes that the ease 
by which individuals successfully move from 
one activity to another depends to a large 
measure on the degree of development of the 
six basic skills of a manager. The ability to 
use the scientific method, to understand people 
and to work effectively with them, to com- 
municate, to organize, to work hard at the 
job and like it, and the ability to memorize 
faces, names, and facts are explained. Mr. 
Yntema skillfully indicates the implications 
of this concept of transferable skills or 
abilities to the desired objectives of liberal 
and professional education. 


Reorientation of Management Education. Bil- 
ly E. Goetz, Journal of the Academy of 
Management, December, 1960, pp. 183- 
185. [C.H.H.] 

It is the opinion of the writer of this article 
that business or management education seems 
too preoccupied with problems of top manage- 
ment. He recommends that students be exposed 
to managerial problems at every level of every 
chain of command. Under this approach the 
student upon graduation would not find him- 
self to be an “inexperienced vice-president” 
but rather would find that his education would 
be of real help on his first job. Those scholars 
who believe that management principles have 
universal application will question the stand 
taken by Professor Goetz. 


Integrating the Behavioral Sciences and Man- 
agement. Wilmar F. Bernthal, Journal 
of the Academy of Management, Decem- 
ber, 1960, pp. 161-166. [C.H.H.] 

In this article Professor Bernthal discusses 
the problems posed for schools of business in 
translating the research findings in the field 
of behavioral science into the subject matter 
and programs of schools of business. Three 
problem areas are cited: first, the problem of 
language, the interpretation of behavioral sci- 
ence research findings for the non-scientific 
audience; second, the problem of developing 
a systematic body of behavioral science know- 
ledge as it applies to management; and third, 
the problem of finding the quality of faculty 
necessary to integrate the behavioral sciences 
into their subject matter. 


Doctoral Dissertations In The 
Marketing Field Completed At 
The Following Universities 
And Colleges 
July, 1959—November, 1960 
(Compiled by Robert H. Cole) 


Alabama, University of 

Hicks, Herbert G.; The Quantification of Man- 
agerial Decision Problems; August, 1960. 

Thompson, William W.; A Managerial History 
of a Cotton Textile Firm, Spartan Milis 
1888-1958; August, 1960. 
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Arkansas, University of 

Bartz, Robert 0.; Pricing of Beef Calves at 
the Fort Smith Stockyards; 1960. 

Peden, Guy T.; Competitive Strategy Directed 
Toward Sales Promotion Among Independ- 
ent Retail Specialty Stores Dealing with 
Men’s Wear in Arkansas; November, 1960. 


Bowling Green State University 

Davidson, John R.; A Study of the Effect of 
the Robinson-Patman Act Upon Cooperative 
Advertising Policies and Practices; 1959. 

Harshman, Ralph G.; A Critical Analysis of 
— and Media Used in Sales Training; 


Chicago, University of 

Brooks, Robert C.; The Meaning and Deter- 
mination of “Injury to Competition” under 
the Robinson-Patman Act; March, 1960. 

Evans, Franklin P.; Analysis of Automobile 
Purchasers; The Discriminatory Efficacy of 
Demographic and Psychological Variables; 
August, 1959. 

Frank, Ronald; The Prediction of Brand 
Choice Using Simple Probability Methods; 
April, 1960. 


Columbia University 
Berg, Thomas L.; The Management of Mar- 
keting Channels; March, 1960. 


Moyer, Melvin S.; Specification Buying as a 
Marketing Strategy of a Large Retailing 
Enterprise; May, 1960. 


Cornell University 

Conkle, William H.; The Status of and Trends 
in Produce Prepackaging in the Northeast; 
February, 1960. 

Douglas, John; The Present Status of the 
Management Training and Development Ac- 
tivities for Nonpromotable Middle Managers 
in the Major American Companies—A Study 
of an Undeveloped Managerial Resource; 
September, 1960. 

Warner, Wilson K.; A Study of Vertical Social 
Mobility; September, 1960. 


Florida, University of 

Heinsmann, Harald; The Effects of the Forma- 
tion of the European Economic Community 
on Managerial Decisions of Entrepreneurs 
in Member Countries; June, 1960. 


Harvard University 

Arben, Philip D.; Agriculture-Business Co- 
operative Promotion of Farm Commodities; 
June, 1960. 

Hirsch, Leon V.; Marketing in an Underdevel- 
oped Economy: The North Indian Sugar 
Industry; June, 1960. 

Rich, Stuart U.; Product Policies of Nonin- 
tegrated New England Paper Companies; 
June, 1960. 

Salmon, Walter J.; A Study of Selected Retail 
Fuel Oil Dealers in Greater Boston; June, 
1960. 

Sohn, Donald R.; Warranty Service Admin- 


istration of Technically Complex Consumer 
Products; March, 1960. 


Illinois, University of 

Elwell, Harry H., Jr.; Airline Passenger 
Fares: An Analysis of Changes by the 
Domestic Trunk Airlines, 1945-1954; Sep- 
tember, 1960. 

Engel, James F.; A Study of a Selected Pro- 
jective Technique in Marketing Research; 
April, 1960. 

Jacobson, Robert E.; An Analysis of the Effect 
of the Dairy Price Support Program on 
Prices and Consumption of Frozen Desserts, 
Cheese, and Butter; 1960. 

Noles, Richard K.; Consumer Egg Preferences 
and Their Relationship to Federal Stand- 
ards; 1960. 

Norris, Vincent; Advertising and the Con- 
sumption Function—A Theoretical Ap- 
proach; May, 1960. 

Reinecke, John A.; Analysis of the Effect of 
Age Upon Family Expenditures; December, 
1959. 

Weigand, Robert E.; Changes in the Market- 
ing Organization in Selected Industries— 
1950-1959; November, 1960. 

Wilson, Lowell E.; Factors Associated with 
the Incidence of Low Income Farms in the 
Illinois Area; 1960. 


Indiana University 

Andersen, R. Clifton; An Analysis of the Mar- 
keting Practices of Selected Petroleum Job- 
bers; Summer, 1960. 

Bonwich, William T.; The Growth, Develop- 
ment, and Future of Non-Foods in Super- 
markets; Summer, 1959. 

Feldman, Sidney P.; Demographic Factors 
Affecting the Demand For Housing; Sum- 
mer, 1960. 

Hindersman, Charles H.; The Changing Bal- 
ance of Retail Trade Between Downtown 
and Outlying Stores in Metropolitan Areas; 
Summer, 1959. 

Mason, John L.; An Analysis of the Occupa- 
tional Prestige of the Salesman; Summer, 
1960. 

Rich, Stuart M.; Electric Home Heating in 
the United States; Its Growth, Industry, 
Structure, Equipment, Promotion, Market- 
ing and Outlook; June, 1960. 

Schmidt, Alfred H.; Managerial Control in 
Small Independent Men’s Clothing Stores: 
An Analysis; Summer, 1960. 

Wentworth, Jack R.; An Analysis of Possible 
Consumer Income and Expenditure Patterns 
from 1960 Through 1970 with Special Em- 
phasis on Housing Expenditures; Summer, 
1959. 

Willett, Ronald P.; A Model for Forecasting 
Economic Activity in Indiana and Its Sub- 
regions Based on the Use of Current Eco- 
nomic Indicators; Summer, 1959. 

Wolter, James H.; An Analysis of the Process 
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of New Product Idea Evaluation mes Con- 
sumer Goods; Summer, 1960. 


Iowa State University 

Fuller, Wayne A.; A Non-Static Model of the 
Beef and Pork Economy; 1959. 

Motes, William C.; Effects of Changes in 
Transportation Costs on the Location of 
the Meat Packing Industry; 1960. 

Tedford, John R.; A Statistical Analysis of 
Some of the Admissible Hypotheses Under- 
lying the Demand for Food Products; 1960. 


Iowa, State University of 

Taylor, James D.; A Description, Analysis, 
and Partial Explanation of Changes in Area 
Distribution of Retail Sales for Selected 
Store Groups in the Central Cities of 
Ninety-five Standard Metropolitan Areas 
from 1948 through 1954; June, 1960. 

Uhl, Kenneth P.; Stockowners as Customers 
for Their Corporations’ Products; June, 1960. 


Louisiana State University 

Bentz, Robert P.; Effects of Packaging on Re- 
tail Egg Sales and Quality Deterioration; 
October, 1960. 

Hathaway, Harry E.; Determination of Table 
Egg Prices in a Deficit Area in Relation to 
Central Market Quotations; August, 1959. 

Heck, William R.; Estimated Liabilities for 
Warranties and Guarantees; August, 1960. 


Michigan State University 

Bowersox, Donald J.; Evaluation of Alterna- 
tive Solutions to the Food Distribution Cen- 
ter Location Problem; December, 1960. 

King, Robert L.; An Inquiry into the Rele- 
vance of “The Marketing Concept” as a 
Management Guide to the Mobilization of 
Corporate Effort; August, 1960. 


Michigan, University of 
Hauk, James G.; A Social and Managerial 
Appraisal of Product Service, June, 1960. 
Warshaw, Martin R.; Gaining Promotional 
Support from Wholesalers Under Duel 
Channel Distribution: A Study in Manu- 
facturer Marketing Policies; June, 1960. 


Minnesota, University of 

Goldstucker, Jac; Depromics of Wholesale 
Trading Areas; October, 1960. 

Nelson, Ralph; The Nature of Competition 
Among South Dakota Dairy Manufacturing 
Plants; October, 1960. 


New York University 

Frey, George; A Content Analysis of Tele- 
vision Commercials to Determine the Rela- 
tionship Between Certain Characteristics 
and Recall Scores; July, 1960. 


Ohio State University, The 

Amos, John; An Economic Analysis of High- 
way Improvements on County Elevators; 
1960. 

Brunthaver, Carroll; A Study of the Ohio 
Lamb Marketing Structure, with Particular 
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Emphasis on Competitive Bidding Versus 
Negotiated Pricing Systems; 1960. 

Davidson, John R.; A Study in the Effect of 
the Robinson-Patman Act upon Cooperative 
Advertising Policies and Practices; Decem- 
ber, 1959. 

Flinn, William A.; History of a Retail Credit 
Company: A Study in the Marketing of 
Information about Individuals; August, 1959. 

Furbay, Walter; An Analysis of the Sale of 
Inexpensive Cut Flowers and Potted Plants 
Through Supermarkets; 1960. 

Kreidle, John R.; Theories of Inflation and 
Consumer Instalment Credit; December, 
1959. 

Laubis, Robert; An Analysis of the Financial 
Structure of Agricultural Cooperative Busi- 
ness Organizations in Ohio and Suggestions 
for Improvement; 1959. 

Lewis, Jim; An Analysis of Market Structure 
and Spctial Price Patterns for Hogs and 
Pork Products in Ohio; 1960. 

McDonald, Russell; Development and Evalua- 
tion of Alternative Methods of Preparing 
Fleece Wooi for Market; 1959. 

Pollock, Ronald; An Analysis of Changes in 
Consumer Milk Purchases in Two Ohio Me- 
trépolitan Areas; 1959. 

Schultz, Stanley R.; An Economic Analysis of 
Manufacturing Milk Production in Ohio; 
1960. 

Smith, Melvin W.; An Analysis of the East 
Cleveland Farmers’ Market; 1960. 

Tejada, Gustavo; Comparative Returns to Re- 
sources Used on Different Types and Classes 
of Farms by Major Types of Farming Areas 
in Ohio and Neighboring States; 1959. 


Purdue University 

Baker, George L., Jr.; The Structure of the 
U. S. Meat Industry; June, 1960. 

Brooks, Bruce L.; An Analysis of the Washing- 
ton Wheat Market Relative to Future Trad- 
ing; June, 1959. 

Padgett, Jerry H.; More Efficient Transporta- 
tion Patterns and Marketing Methods for 
Indiana Dairy Products; January, 1960. 

Storey, David A.; Market Performance in the 
Perishable Bakery Products Industry; Aug- 
ust, 1960. 


Saint Louis University 

Smith, Samuel V.; The Executive Function of 
Organization Applied to Branch Department 
Stores; June, 1960. 


Stanford University 


Emmett, Persis R.; The Development and Lo- 


cation of Shopping Centers; Common Loca- 
tion Characteristics in Selected Areas in Cal- 
ifornia; 1960. 

Hampton, Robert E.; Perceptions of Retailers 
and Retail Educators Toward Collegiate Re- 
tail Education in the California State Col- 

_ leges; September, 1960. 
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Texas A & M College 

Clark, Wayne W.; Marketing East Texas 
Fruits and Vegetables; 1960. 

Holland, R. L.; A Market Classification System 
for Grease Wool to Facilitate Marketing on 
an Objective Basis; 1960. 

Jones, A. D.; An Economic Analysis of Wool 
Warehouses in Relation to Wool Marketing 
in the United States; 1960. 


Texas, University of 

Tawfik, Fouad, A.; Development and Influence 
of the United States Raw Cotion Policy on 
Its Economy; August, 1959. 


Washington, University of 

Barber, William; An Analysis of Marketing 
Curricula in American Colleges and Univer- 
sities; Spring, 1960. 

Huff, David, L.; Toward a General Theory of 
Consumer Travel Behavior; Spring, 1960. 


16. MERCHANDISING 


Price Policy and Discounts in the Medium- and 
High-Priced Car Market. Allen F. Jung, 
The Journal of Business, October, 1960, 
pp. 342-347. [C.H.H.] 


This article reports the findings of one of 
Jung’s studies of new car prices. In this in- 
stance attention is directed to medium- and 
high-priced automobiles in Chicago. Data is 
presented that indicates price offerings are 
varied, that discounts could be obtained by bar- 
gaining and that the consumer could benefit 
from shopping more than one dealer. Discounts 
from list prices appear to be smaller on a per- 
centage basis for high- and medium-priced cars 
than for low-priced cars, but dealers in high- 
priced cars offered larger reductions, both in 
absolute and percentage terms than did dealers 
in low-priced cars when bargaining was em- 
ployed. 


Reusable Containers Reach New Popularity 
Peak. Chain Store Age, Grocery Execu- 
tives Edition, January, 1961, pp. 66-67. 
[J.s.w.] 


Product differentiation through packaging 
is an old, well-established technique. Designing 
the package so that purchasers can use it when 
the product has been consumed is one of the 
interesting ways of approaching product dif- 
ferentiation through packaging. Film bags, 
candy canisters, flour sacks, and jam and jelly 
containers are among the currently popular 
forms of packaging to be designed with pack- 
age reuse in mind. 


The Beef Revolution. Super Market Merchan- 
dising, January, 1961, pp. 48-60, 63, 65-66. 
[J.s.w.] 


Here is a series of short articles dealing with 
the importance of beef to the supermarket in- 
dustry, as well as some of the problems posed 
by the product. Discussions of what is de- 
sirable in beef and the influence of chain store 
buying practices on the problem are informa- 
tive, as are the descriptions of meat buying by 
the Safeway and National Tea organizations. 


New Day in Hardware. Modern Packaging, 
February, 1961, pp. 83-87. [J.E.M.] 


The hardware store has been the last area 
to accept packaging and self-selection as a 
means of moving merchandise to the consumer. 
This article surveys the advances that hard- 
ware packagers have made by adapting ideas 
from other fields. The article indicates that 
manufacturers have improved product protec- 
tion, considered the requirements of self-service 
merchandising, and adopted the techniques of 
multiple selling. Marketers may learn lessons 
that are applicable to their products by read- 
ing the points discussed. Teachers will find the 
article useful in discussing the growth of self- 
selection in retailing. 


Help Yourself to Bargain Availabilities in 
Prime Selling Time. Ralph Head, Food 
Business, January, 1961, pp. 11-13. 
[J.S.w.] 


“Prime selling time” is defined by the author 
as “any time a customer is in a retail store 
with an intent to buy.” Head develops a good 
ease for increased attention to point-of-pur- 
chase advertising, package design, and shelf 
position in the advertising mix of the manufac- 
turers of nationally-advertised brands. 


What Every Designer Should Know About 
Package Supplier Services. Packaging 
Design, December, 1960, pp. 14-56. 
[J.E.M.] 


This entire issue of Packaging Design is de- 
voted to the services available to the designers 
of packages. The title might well read “What 
Every Marketer Should Know about Package 
Supplier Services,” as all of the discussion is 
helpful to the marketer in package develop- 
ment. The issue covers (1) design services, 
(2) research services, (3) technical and other 
services, and (4) package award winners de- 


signed by package suppliers. 


Packaging Tops $20 Billion. Modern Packag- 
ing, January, 1961, pp. 82, 83. [J.E.M.] 


It is estimated that packaging expenditures 
will top $20 billion during the current year. 
Modern Packaging has compiled an estimate 
of packaging expenditures from data provided 
by the Department of Commerce and industry 
sources. The packaging dollar is expended pro- 
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portionately, thusly: durables, 10 per cent; 
foods, 40 per cent; beverages, 10 per cent; con- 
fections, 2 per cent; tobacco, 1 per cent; drugs 
and cosmetics, 7.8 per cent; and, all other non- 
durable —. 29.2 per cent. A bar chart is 
used to illustrate the percentage of container 
types (folding boxes, closures et cetera) being 
used for packaging purposes. Of interest is 
the fact‘ that approximately the same amount 
is being expended yearly for packaging as for 
advertising. 


17. PRICING AND PRICE 
POLICIES 


Multi-Stage Approach to Pricing. Alfred R. 
Oxenfeldt, Harvard Business Review, 
July/August, 1960, pp. 125-133. [J.M.R.] 

As an alternative to “formula” pricing on 
the one hand and “judgment” pricing on the 
other, the author offers a sequence of six de- 
cision stages in which each simplifies the suc- 
ceeding stages, narrows the decision-making 
area in an orderly and logical manner, and re- 
duces the likelihood of error. 

The stages leading to a price are: (1) se- 
lecting market targets based on given produc- 
tion facilities, distribution arrangements, con- 
tractual commitments, and customers (with 
opinions regarding the seller); (2) choosing 
a brand or company “image”; (3) composing 
a marketing mix; (4) selecting a pricing poli- 
cy; (5) determining pricing strategy; (6) ar- 
riving at a specific price. At the final stage, 
the seller has a narrow range within which to 
make cost and revenue comparisons. 

In addition to faciltating price-setting, fol- 
lowing such a plan should contribute to a 
consistent over-all marketing program. More- 
over, unlike marginal revenue and cost analy- 
sis, the multi-stage plan recognizes the realities 
of the market place. 


Price Discrimination and Marketing Manage- 
ment. Brian Dixon, Michigan Business 
Studies, Vol. XV, No. 1, 1960, 124 pp. 
[F.M.] 


Discriminatory pricing has traditionally been 
in the public dog house, Dixon proposes that 
price discrimination is a sensible and logical 
promotional technique. He substantiates this 
contention by an analysis of the affairs of a 
couple of auto parts makers (Sealed Power of 
Muskegon, Michigan, and Thompson Products 
of Cleveland, Ohio) who have gotten in trouble 
with the FTC. Dixon tears apart the letter, 
the spirit, as well as the enforcement of the 
Robinson-Patman Act, and makes some con- 
structive suggestions about improving the situ- 
ation. 
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18. RESEARCH AND 
RESEARCH TECHNIQUES 


Direct Factor Analysis of Sociometric Data. 
Duncan MacRae, Jr., Sociometry, Decem- 
ber, 1960, pp. 360-371. [G.F.] 


Clear-cut subgroups can be identified within 
a larger group by a computer procedure which 
does not involve such subjective elements as 
are required by construction of sociograms or 
graphical rotation of factors. Questions re- 
maining in this procedure for identifying sub- 
groups include the determination of criteria 
for stopping factoring, how to treat factor 
loadings as influenced by individual differences 
in number of choices given and received, and 
so forth. 

MacRae has pointed his research in the di- 
rection of the dynamics of group polarization 
and other aspects of process as compared to 
structure, but the method advanced will re- 
quire much improvement to approximate the 
complexities of group structure. 


The Measurement of Disproportionality. Ver- 
non Davies, Sociometry, December, 1960, 
pp. 407-414. [G.F.] 


Social scientists are often concerned with 
questions of proportionality. For example, do 
social classes contribute proportionately to 
the patronage of a given store or purchase of 
a given brand? Where such questions must be 
answered in the negative, disproportionality 
obtains and a clue affording'an improved un- 
derstanding of human behavior is present. The 
writer develops a coefficient of disproportional- 
ity from differential quotas contributed by the 
categories of an independent variable to the 
categories of a dependent variable. This co- 
efficient is directly applicable to the data pro- 
vided by conventional market surveys. 


What People Spend for Drugs. Medical Mar- 
keting, December, 1960, pp. 7-13. [M.M.S.] 


During a twelve-month period overlapping 
1957 and 1958, American families spent an es- 
timated $16.2 billion on all personal health 
services outside of direct services provided by 
various levels of government. Expenditures for 
drugs and medicines in this period accounted 
for $3.3 billion of this amount. 

These figures and others included in this 
article (as well as the charts) were obtained 
as a result of a survey of 2,941 families, con- 
sisting of 9,546 individuals, made by the Health 
Information Foundation and the National 
Opinion Research Center during the summer 
of 1958. These organizations had made a simi- 
lar study in 1953. 
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MARKETING ARTICLES IN REVIEW 


Jobs on Newspapers Lure 42% of Journalism 
Graduates. Editor & Publisher, October, 
15, 1960, p. 13. [M.M.s.] 


A survey of 1,166 journalism graduates of 
last year shows that 495 (about 42.5 per cent) 
went to work on newspapers and 671 chose 
other fields. 

The survey, by James Bellows, managing 
editor of the Miami (Fla.) News, drew re- 
sponses from 47 colleges and universities. 

Mr. Bellows reported the majority of the 
graduates in the survey went into advertising, 
public relations work, magazines, radio, tele- 
vision, and “other” fields. Some entered the 
armed forces, research, teaching, free lancing; 
and women dropped careers for marriage. 


National Brand Ads Hit $469 Million. Editor 
& Publisher, November 19, 1960, p. 22. 
[M.M.S.] 


The dollar volume of retail display advertis- 
ing mentioning national brands for the year 
1959 came to about $469 million, according to 
a heretofore unpublicized measurement made 
by the Advertising Checking Bureau for the 
Bureau of Advertising, ANPA. 

The estimate included all retail display ad- 
vertising for brands which would usually be 
billed at the national rate if they were not in- 
corporated in local store advertising. It does 
not include any classified or legal advertising, 
the advertising of any private label brands 
(such as Sears’ or the A&P’s brands), or re- 
tail advertising of unbranded merchandise. 


An Experimental Method for Estimating De- 
mand. Edgar A. Pessemier, The Journal 
of Business, October, 1960, pp. 373-383. 
[C.H.H.] 


A controlled experimental technique for es- 
timating demand and developing demand sched- 
ules is explained in this article. Professor Pes- 
semier applied the described technique in a 
series of experiments in which 228 university 
students made 20 simulated shopping tours 
armed with such knowledge of how much 
money they had to spend, the assortment of 
brands available, and the prices of each brand. 

The article reports the results of these ex- 
periments in determining demand schedules 
for brands of toothpaste, cigarettes, toilet soap, 
and headache remedies; however, the value of 
the article does not lie in these results but 
rather in the technique employed and the po- 
tential that it seems to offer. 


Games, Decisions and Industrial Organization. 
M. Shubik, Management Science, July, 
1960, pp. 455-474. [W.L.] 


This article discusses several different prob- 
lem areas that are investigated by game theo- 
ry. Although there have been no direct appli- 


cations of game theory to business problems, 
it is held that the influence of game theory has 
been considerable. The nature of two-person 
constant-sum games, the extensive form of a 
game, theories for the solution of n-person 
games, games against nature, and dynamic 
games are discussed. Much of the article is 
presented in a clear non-technical manner. 


Market for Beds and Bedding. Library Re- 
search Department, Curtis Publishing 
Company, September 19, 1960, 22 pp. 
W.S.P.] 


Information in this Library Report includes 
a wide range of valuable information on pro- 
duction and demand, advertising, and the out- 
look for the market. Certainly the fact that 
there is an unmistakable trend toward more 
bedrooms per house and larger families will 
act as support for the market for beds and bed- 
ding. Copies may be obtained from the Re- 
search Department of Curtis Publishing Com- 
pany, Independence Square, Philadelphia 5, 
Pennsylvania. 


Market for Hard Surface Floor Coverings. 
Library Research Department, Curtis 
Publishing Company, October 14, 1960, 
17 pp. [W.s.P.] 


The brief summary of published data pre- 
sented in this Library Report will be of value 
to anyone interested in the market for hard 
surface floor coverings. The information is 
annotated and surprisingly complete. Copies 
may be obtained from the Research Depart- 
ment of Curtis Publishing Company, Independ- 
ence Square, Philadelphia 5, Pennsylvania. 


Market for Cosmetics. Library Research De- 
partment, Curtis Publishing Company, 
August 5, 1960, 15 pp. [W.s.P.] 


This Library Report covers the market for 
cosmetics and presents brief summaries of pub- 
lished data on sales, manufacturers, outlets, 
usage, advertising, skin problems, and a resu- 
mé of the outlook. Sources for the published 
data collated and abstracted in the report are 
also shown, making easy the task of finding 
further information if desired. Copies may 
be obtained from the Research Department of 
Curtis Publishing Company, Independence 
Square, Philadelphia 5, Pennsylvania. 


An Analysis of Response Variation Encoun- 
tered with Selected Irterviewing Tech- 
niques in Consumer Market Research. 
Henry V. Courtenay an¢ Robert E. Bran- 
son, Department of Agricaltural Econom- 

ies and Sociology, the A & M College 

of Texas, August, 1960, 9 pp. [G.c.s.] 
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Significant differences in answers to direct 
techniques versus indirect techniques designed 
to elicit the same information make it helpful 
to ask some questions both ways, especially 
where detailed data on preferences and motiva- 
tions are needed. The authors base this con- 
clusion on 480 personal interviews with house- 
wives concerning food purchases. Projectives 
were found to be useful even in questions not 
considered emotional if the answers possibly 
required admission of a lack of knowledge. 
Comparing picture and non-picture projectives, 
the former were found to evoke fewer, more 
specific answers. Comparing direct and projec- 
tive questions, the former yielded answers 
which were more rational, socially acceptable, 
positive, and which emphasized non-controlla- 
ble reasons for actions. 


Phasing Research Into the Marketing Plan. 
Lee Adler, Harvard Business Review, 
May-June, 1960, pp. 113-122. [J.m.R.] 


Too often marketing research is out of phase 
with marketing for the following reasons: (1) 
preoccupation with the gathering of unrelated 
facts; (2) pressures of day-to-day business; 
(3) insistence on rigorous methodology; (4) 
tendency to specialize; and (5) recurring “love 
affairs” with new techniques. The solution, ac- 
cording to the author, is an over-all, long-range 
research program for each firm and each 
market. 

Advantages of long-range marketing research 
planning include: (1) pinpoints areas of needed 
research and contributes to more sophisticated 
research; (2) multidimensional quality to re- 
search; (3) long-range research planning is 
economical; (4) tends to assure greater appli- 
cation of research to problems; and (5) more 
problems are anticipated. 

Two excellent illustrations of researct, plan- 
ning are incorporated in the paper. 


Simulation: A Symposium. The American 
Economic Review, December, 1960, pp. 
893-932. [S.C.H.] 


Simulation, which is becoming an important 
term in economic analysis and operations re- 
search, actually refers to a variety of ana- 
lytical techniques. These techniques center 
around the operation of models which employ 
considerable specificity in representing the 
system or organization being studied. Simula- 
tion may be used as a trainirig device, as in 
the case of war games and business games; 
it may be ued to test the merits of alternative 
designs, as in the case of wind tunnel experi- 
ments or the mathematical reproduction of 
electrical power distributing systems; or it 
may be used for forecasting. In this symposium 
Guy H. Orcott discusses a number of features 
in the simulation of large economic systems. 
He concludes that for most purposes simulation 
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techniques are far more practical for the anal- 
ysis of such systems than are deductive mathe- 
matical techniques. Martin Shubik reviews 
several current attempts to simulate firms and 
industries. He notes several experiments di- 
rectly related to marketing problems, such as 
Hoggatt and Balderson’s study of lumber dis- 
tribution. Finally, G. P. E. Clarkson and 
Herbert A. Simon discuss attempts to simulate 
individual and group behavior. An investment- 
decision model, which has not yet been fully 
tested, is described at some length. All of the 
articles are supplemented by detailed bibli- 
ographies. 


Sophisticated Route to Plant Economy. Petro- 
leum Week, January 6, 1961, pp. 32-33. 
[G.c.s.] 


In addition to optimizing manufacturing and 
distribution practices, use of operations re- 
search will define alternative methods of reach- 
ing an objective, develop new methods of de- 
cision making, and educate management in the 
use of scientific rather than intuitive manage- 
ment. The use of probability theory and game 
theory has partially offset difficulties encoun- 
tered in applying linear programming or other 
techniques to imprecise marketing phenomana. 


What “Readership” Studies Really Measure. 
Sherwood Dodge, Media/Scope, February, 
1961, pp. 47-49. [J.E.M.] 


Sherwood Dodge reports on a study of 
readership studies made for the Saturday 
Evening Post. The conclusion reached is that 
“the recognition method measures the ability 
of the advertisement to be memorably per- 
ceived, limited only by the medium’s ability to 
expose it.” Three charts are presented to illus- 
trate the analysis and conclusion. 


Journal of Advertising Research. Quarterly of 
the Advertising Research Foundation, 
(3 E. 54th St., New York, 22). [F.m.] 


JAR is a new tool for dissemination of 
knowledge about research methods and tech- 
niques in advertising. The bulk of the publi- 
cation is devoted to original articles on topics 
in the field of applied advertising research. 
There are four staff written sections: federal 
statistics in advertising; research in review 
(structure similarly to our own Marketing Ar- 
ticles In Review); publications reecived; plus 
a snappy editorial, a welcome innovation for 
a professional journal. The first three num- 
bers of JAR (September and December, 1960; 
March, 1961) look impressive. Students and 
practitioners of advertising will find JAR a 
valuable supplement to the more general pub- 
lications such as the JOURNAL OF MARKET- 
ING. 
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Marketing Bibliography. G. Ratti, (in Italian), 
Journal of the Italian Marketing As- 
sociation, Milano, 1960, 161 pp. [F.M.] 


This volume consists of nine parts: defini- 
tions of terms; marketing research; marketing 
strategy; commodities (consumer industrial, 
agricultural) ; periodicals; bibliographies; dic- 
tionaries; index of authors; glossary of major 
marketing terms in English, German, Italian 
and French. The coverage is comprehensive 
and up to date. The titles are listed in their 
original language. Although English entries 
predominate, the glossary makes its possible 
to locate non-English literature under appro- 
priate headings. 


19. RETAILING 


Wagon Jobber Offers Unique Selling Service. 
Food Field Reporter, November 21, 1960, 
pp. 1, 8. [J.s.w.] 


Smaller Volume Lines Wagon Jobber’s Forte. 
Food Field Reporter, December 19, 1960, 
pp. 1, 22. [J.s.w.] 


It is estimated that there are 2,500 wagon 
jobbers—or store-door distributors—operating 
in the United States. These firms have a total 
sales volume of $130 million. While relatively 
insignificant in the over-all retailing structure, 
wagon distributors perform a necessary func- 
tion. These two articles provide a good sum- 
mary of the place of these operators, as well 
as giving a thorough description of operating 
methods employed. 


Superstation Experiment: A Success. Petro- 
leum Week, February 10, 1961, pp. 42-43. 
[G.c.s.] 


Standard Oil Company (Indiana) has de- 
clared its experimental superstation in Vin- 
cennes, Indiana to be a success. All other 
branded outlets in each of three towns were 
replaced by one superstation offering a full 
line of products and services normally found 
in gasoline stations. The Vincennes supersta- 
tion’s gasoline volume is now equal to the total 
volume of all nine stations it replaced. The 
station has gained transient customers and 
lost local customers for the Standard brand, 
however. Sales of tires, batteries, and acces- 
sories—described by Standard as fantastic— 
is credited to the observance of “simple rules 
of merchandising that all dealers should use— 
but don’t.” These rules consist of a continuous 
program of sales promotion items, more adver- 
tising, more service, and commissions for at- 
tendants selling merchandise. 


I Can Get It For You Retail. Frank Meissner, 
Challenge, November, 1960, pp. 13-16. 
[W.L.] 


Efficiency in distribution has lagged efficien- 
cy in manufacturing, and as a result Americans 
pay high prices for goods purch at retail. 
While discount houses have flourished, they 
have not penetrated the automotive trade, res- 
taurants, and the food business, which account 
for approximately one hundred billion dollars 
a year in sales. Moreover, because it usually 
sells on a cash basis, the discount house is a 
“merchant to middle class.” 

Information about the reactions and changes 
of various retailers in meeting the challenge 
of the discount house and the changing meth- 
ods of discount operations will be of interest 
to students of retailing. The author concludes 
that “the war between discount houses and con- 
ventional retailers will end on neutral ground.” 


The Status of Shopping Centers in the United 
States, October, 1960. Homer Hoyt, Urban 
Land, October, 1960, pp. 3-6. [W.J.R.] 


Accomplished by private enterprise without 
subsidy, the modern shopping center has pro- 
vided superior retail convenience to a nation 
on wheels. If 350,000 square feet of floor area 
including at least one major department store 
of 100,000 square feet qualify as a regional 
shopping center, there are now approximately 
100 such centers and another 15 planned for 
early completion. This article is loaded with 
quantitative data relative to shopping center 
sizes, building costs, individual store-location 
preferences, etc. 

Future city planning must reckon with these 
new shopping centers, and assessors and ap- 
praisers are now confronted with many novel 
problems. The author concludes that “there 
might be a falling off in new shopping center 
construction from the recent peak ... until 
the babies of the World War II era reach 
marriageable age and enter the housing mar- 
ket in the mid nineteen-sixties.” This might 
create a demand for additional shopping cen- 
ters beyond the present urban fringe. 


What Will It Cost to Open a New Super- 
market in 1961? Calvert M. Hahn, Chain 
Store Age, Grocery Executives Edition, 
December, 1960, pp. 38-39. [J.s.w.] 


The upward trend in operating ratios for 
supermarkets can be partially explained by 
the costliness of new stores. Approximately 
2,300 new units will be opened in 1961, and 
the initial investment for each new store will 
average $640,000. A breakdown of how these 
costs are incurred is included. 
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Chains Continue to Build New Stores at a 
Steady Pace. S. O. Kaylin, Chain Store 
Age, Grocery Executives Edition, Janu- 
ary, 1961, pp. E21-E25. [J.s.w.] 


The resylts of the Twenty-second Annual 
Chain Stohe Age Construction and Moderniza- 
tion Study are summarized in this article. 
Total expenditures for construction, modern- 
ization, and new equipment were $1,851,000,- 
000 in 1960. New chain store openings were 
4 per cent fewer than in 1959. A wealth of 
other data is included. 


Minit Market Drive-In Makes Hit with New 
Jersey Sheppers. Lewis Milkovics, Prog- 
ressive Grocer, January, 1961, pp. 60-65. 
[J.8.w.] 


This article is the success story of one 
bantam market chain. It contains operating 
data and several pictures, Persons who are 
interested in retailing innovations will find 
the article—which is one of a series appearing 
in this trade publication in recent years—in- 
teresting and informative. 


Bantams Trace Uneven Sales, Profits Pat- 
terns. Earl H. Brown, Food Topics, Jan- 
uary, 1961, pp. 6-8, 10, 12, 14, 36. [J.s.w.] 


These innovations in the field of food re- 
tailing have engendered a great deal of in- 
terest during the last decade. This article is 
the end-product of more than a year’s intensive 
study of the institution. Operational data and 
problems are given thorough treatment. Thus, 
the article provides a handy source of informa- 
tion concerning bantam stores. Brow believes 
these compact stores are here to stay; and, 
although they do not pose a threat to super- 
markets, they may for small food stores. 


How to Avoid Pitfalls in Choice of Store Sites 
in Shopping Centers. Food Topics, Feb- 
ruary, 1961, pp. 30-31. [J.s.w.] 


Mr. Franklin L. Miller, special marketing 
consultant for The Saturday Evening Post, 
has been studying the failures of supermarkets 
located in shopping centers. The causes of 
these failures are belived to include inaccess- 
ible parking, poor location, . bad approach, 
divided attention, hidden beauty, too much 
traffic, strangled traffic, and inadequate, 
poorly-planned parking facilities. Miller’s ideas 
are presented by means of reproduced panels 
from a slide film. 


Food Store Sales Show 4.1% Climb in ’60. 
Paul C. Olson, Food Topics, February, 
1961, p. 26. [J.s.w.] 
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This one-page article is a report on a 
survey of the retail food trade in 1960 which 
was conducted by Food Topics magazine. 
Worth-while statistical data are presented in 
six tables. Four of the tables permit the 
reader to trace important trends in food retail- 
ing since 1947. The other two tables allow 
comparisons between results in 1959 and 1960. 
The sales picture of food retailing industry in 
1960 was a bright one. 


People and Their Careers in Retailing. Stores, 
: February, 1961, pp. 47-55. [J.8.w.] 


Retailing executives are concerned these 
days over the lack of talented personnel enter- 
ing their industry. This problem was explored 
at a recent convention of the National Retail 
Merchants Association and is now reported 
upon in the organization’s journal. Discussion 
revolved around such topics as compensating 
the retail executive, what makes for efficient 
employees, recruitment, career opportunities 
and their expansion, and the role of distribu- 
tive education in the over-all retail executive 
picture, 


What’s Wrong With Top Management? Super 
Market Merchandising, February, 1961, 
pp. 48-63. [J.s.w.] 


This article contains comments and sugges- 
tions on how the supermarket industry can 
ameliorate three pressing problems of manage- 
ment. These problems—labeled by management 
scientists in a recent book as the most critical 
in the management of American firms—are: 

1. The family-owned business does not al- 
ways face up to the imperative need for 
good management talent regardless of 
where it comes from. 

2. In too many companies one-man rule is 
at work, suffocating the desires and 
talents of subordinates. 

3. Very frequently, not enough is done to 
get employees to contribute their own 
ideas for the benefit of the company. 


Managers of 2,000 Chain Super-Stores Seen 
Emerging as Individual Super-Forces in 
Marketing. E. B. Weiss, Advertising Age, 
January 9, 1961, pp. 83-90. [J.E.M.] 


E. B. Weiss discusses what he sees to be 
another trend in retailing—the autonomy of 
managers of the larger supermarkets and 
department store branches. Such a trend will 
compel manufacturers to seek a new approach 
to their marketing thinking. The complete 
report, titled “Marketing’s New Target: 2,000 
Store Managers,” may be obtained by writing 
to Doyle Dane Bernbach, 20 West 43rd Street, 
New York 36, New York. 
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MARKETING ARTICLES IN REVIEW 


20. SALES MANAGEMENT 
AND SELLING 


Selling to the Split Personalities of the Tech- 
nical Experts. Tibor Koeves, The Ameri- 
can Salesman, December, 1960, pp. 66-70. 
[s-J.S.] 


The first thing the salesman calling on a 
technical expert must remember is that he is 
really making his presentation to two people, 
each with a different motivation for buying 
or not buying. This slightly “schizophrenic” 
conflict of personality is the main distinction 
between the professional expert in business 
and the businessman. 

Although buying decisions of the average 
businessman are never as rational and clear- 
cut as he believes them to be, he consciously 
focuses them, when there is no ethical question 
involved on a simple, single goal: to make 
money. The technical expert, on the other hand 
—the doctor, engineer, architect, designer, 
mathematician or whatever—must satisfy his 
professional or academic values as well as his 
business sense. 

In this article, the author discusses the two 
sides of the expert’s personality and the steps 
a salesman must take to cope with them effec- 
tively. 


How Selling Varies from Area to Area. The 
American Salesman, October, 1960, pp. 
48-89. [S.J.s.] 


Will the personality and sales techniques 
which worked in Osceola also click in Osca- 
loosa? This question, a study of the readers 
of the American Salesman indicates, is faced 
by roughly the one salesman out of five who 
is transferred annually. 

Although most salesmen show public en- 
thusiasm for such shifts, they also, under- 
standably, suffer some apprehension. Selling, 
they know, is basically the same everywhere, 
but the characters, customs, prejudices, and 
trade practices of customers are not. Dealing 
successfully with an entirely new set of people 
requires that a salesman be sensitive and ob- 
servant, analytical and tactful, and, above all, 
be himself. 

In this symposium on geography in selling, 
The American Salesman has brought together 
material on selling in selected places from the 
viewpoints of psychologists and other experts. 


Company Administered Salesmen Expense 
Drafts. Robert Beardsley, N. A. A. Bul- 
letin, October, 1960, pp. 15-22. [s.J.s.] 


In order to find a faster way of paying the 
salesmen for their expenses, company intro- 
duced a new system in handling and processing 
drafts, reports and reimbursements, as de- 
picted in the article. The conversion proved 


successful and produced additional advantages 
to the company in the nature of reduced op- 
erating costs and increased co-operation on the 
part of salesmen. 


A Note on the Relationship between Age and 
Seles Effectiveness. Wayne K. Kirchner, 
Carolyn S. McElwain, and Marvin D. 
Dunnette, Journal of Applied Psychology, 
April, 1960, pp. 92-93. [W.J.R.] 


Salesmen from the Minnesota Mining and 
Manufacturing Company volunteered to take a 
battery of tests used in screening sales appli- 
cants. These test results were compared with 
judgments of sales effectiveness obtained from 
their sales managers. Result: sales effective- 
ness increased with age up to age 40 and then 
began to decrease. 


Deploying Multi-Line Salesman. Richard W. 
Stickney, Harvard Business Review, 
March-April, 1960, pp. 110-112. [J.M.R.] 


Allocating personal selling to multiple lines 
of products is complicated by variations in 
geographic distribution and intensity of mar- 
ket potential among the different product lines. 
The author suggests a five-step procedure: 

1. Establish geographical units or market 
areas and determine potential (either 
anticipated volume or total available 
business) for each product line in each 
area. 

2. Estimate what one man should produce 
handling a given line only (either by 
dividing sales by number of men selling 
product or by calculating sales necessary 
to bring direct selling expense in line 
with desired ratio of expense to sales). 

3. Determine an area’s manpower require- 
ments: 

Market area potential 
Normal sales expectancy volume 

4. Combine various components whether by 
market area or product line until a full 
territory is reached (equivalent man- 
power equals 1.00). 

5. Adjust for special or administrative 
reasons: competition, windfall, etc. 


= Equivalent manpower 


Setting Sales Quotas. Donald R. Herzog, Cali- 
fornia Management Review, Winter, 1961, 
pp. 47-51. [W.J.R.] 


Sales-quota determination by the following 
methods is examined: (1) jury of executive 
opinion, (2) sales force composite, (3) past 
performance, (4) market factor and market 
index, and (5) correlation analysis. Some dan- 
gers and advantages of each are discussed. 
Also reviewed briefly are the usual methods of 
apportioning sales quotas by time, territories, 
products, salesmen, and middlemen. 
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How the Blintze Broke Out of Ethnic Bounds. 
Claire Slote, Sales Management, Febu- 
ary 3, 1961, p. 73. [W-.J.R.] 

How to negotiate or engineer acceptance of 
“foreign” foods has always been a fascinating 
topic for food marketers. Many have success- 
fully cracked the American mass market such 
as pizza and more recently Irish whiskey. In 
this brief about the frozen blintzes of Milady 
Food Products, Inc., some of the tactics are 
described which seem to have put the product 
near the threshold of mass acceptance. A 
blintze is a “ .. . dressed-up egg-leaf pancake 
folded over cheese or fruit” brought to this 
country by Jews from eastern Europe and now 
being exported back to Israel. 


22. THEORIES IN 
MARKETING 


Blind Variation and Selective Retention in 
Creative Thought as in Other, Knowledge 
Processes. Donald T. Campbell, Psycho- 
logical Review, November, 1960, pp. 380- 
400. [G.F.] 

In this stimulating paper Campbell presents 
fruitful hypotheses which might well be ap- 
plied to enhance the effectiveness of individual 
creativity and mass persuasion. Basically his 
theme is that: (1) a blind-variation-and- 
selective-retention process is fundamental to 
all inductive achievements, to all genuine in- 
creases in knowledge, to all increases in fit of 
system to environment; and, (2) processes 
which shortcut a more full blind-variation-and- 
selective-retention process are in themselves 
inductive achievements, containing wisdom 
about the environment achieved originally by 
blind variation and selective retention. Begin- 
ning with learning processes in the cell, he 
traces learning processes through organism 
and whole cultures. For example, the intellec- 
tual preeminence of the Jews is traced to the 
Velbenian explanation of a chance uprooting 
from one culture to two or more cultures which 
enlarges the range of hypotheses they are 
apt to consider. Motivation researchers would 
do well to ponder the perspective offered here 
on the nature of creative processes ard social 
learning. 


Are The Social Sciences Really, Inferior? Fritz 
Machlup, The Southern Economic Journal, 
January, 1961, pp. 173-184. [s.c.H.] 

Part of this article deals with the relatively 
unimportant question of academic prestige. 
However, the major effort is a comparison of 
social and material sciences on nine different 
bases, some of which are relevant to such 
questions as: “Is marketing a _ science?” 
Machlup believes that much confusion has 
arisen because writers often mistakenly com- 
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pare the artificial orderliness of the laboratory 
(supposedly representative of physical science) 
to the chaos of the real world (supposedly 
characteristic of social sciences). Social sci- 
ences have to deal with more variables than 
the natural sciences, do not have the same 
number of mathematical constants, and have 
to face the difficult task of interpreting sub- 
jective valuations, 


The Science and Values of Administration I. 
Alfred de Grazia, Administrative Science 
Quarterly, December, 1960, pp. 362-397. 
[W.L.] 


Administrative science is charged with the 
task of generalizing about all administrative 
situations. Administration which refers to 
group-performed habitual actions, is cor. arned 
with actors, targets, and effects. Goals include 
wealth, prestige, power, and control, with the 
latter two constituting core values reflected 
in the preponderance of deductive operations. 
Organizations centering around wealth and 
prestige tend to become executive-power cen- 
tered. Client-centered organizations tend to 
wealth values, while participant-centered or- 
ganizations prefer prestige values. 


Marketing Definitions. Committee on Defini- 
tions, American Marketing Association, 
1960, 23 pp. [D.J.L.] 


The just-published revision of the basic 
glossary by the Association’s Committee on 
Definitions represents the third such contribu- 
tion under Ralph Alexander’s chairmanship. 
It is essential to good marketing communica- 
tion and should be of inestimable value. 

Many new terms have entered marketing 
communication and many old ones’ meanings 
have changed during the 13 years since the 
previous edition. The committee has been 
thorough in its efforts to incorporate them in 
the third edition, which definitely renders the 
earlier glossaries obsolete. Many will find dis- 
satisfaction with some definitions (as this 
reader is bothered by that of “trading area” 
and by the refusal to draw any distinction 
between “distribution” and “marketing”), but 
these are quibbles. Those who are trying to use 
the idiom peculiar to a certain trade may not 
find that detail in the glossary. Yet in the 
face of presumably many necessary compro- 
mises in language and scope, the committee 
has produced excellent standards, to which all 
usage should adhere for mutual understanding. 

Some recently coined terms widely used in 
current literature may be noted to be missing, 
but very few. Marketing language is dynamic, 
and one can imagine how obsolete this new 
glossary may be in 1973. It is strongly urged 
that the Association support revision of the 
standard glossary relatively shorter 
intervals. 
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PUBLICATIONS ABSTRACTED IN MARKETING 
ARTICLES IN REVIEW 


Administrative Science Quarterly 
Advanced Management 

Advertising Age 

Advertising Requirements 

Agricultural Economics Research 
Agricultural Marketing 

American Behavioral Scientist 

American Business 

American Druggist 

American Exporter 

The American Economic Review 
American Journal of Sociology 
American Journal of Sociology and Economics 
American Professional Pharmacist 
American Perfumer 

American Salesman 

American Sociological Review 

Annals of the American Academy 
Atlanta Economic Review 
Australia—New Zealand Bank Quarterly 


Behavioral Science 
Business History Review 
Business Horizons 
Business Quarterly 
Business Topics 

Business Week 


California Management Review 

Canadian Journal of Economics and Political 
Science 

Cartel 

Chain Store Age—Drug Edition 

Chain Store Age—Grocery Exec. Edit. 

Chain Store Age—Restaurant Exec. Edit. 

Chain Store Age—Variety Exec. Edit. 

Challenge 

Chemical Age 

Chemical and Engineering News 

Chemical & Rubber Industry Report 

Chemical Week 

Credit and Financial Management 


Direttore Commercials 
Distribution Age 

Drug & Cosmetic Industry 
Drug Merchandising 

Drug Topics 

Drug Trade News 

Dun’s Review 


Economic Geography 
Economica 

Economic Journal 
The Economist 
Editor and Publisher 
The Executive 
Export Buyer 
Export Trade 


F.D.C. Reports 

Federal Reserve Bulletin 
Financial Analysts Journal 
Food Engineering 

Food Field Reporter 

Food Topics 

Fortune 


Georgia Business 
Harvard Business Review 


Indiana Business Review 
Industrial Design 
Industrial Distribution 
Industrial Marketing 
Industrial World 
International Advertiser 
International Marketing 
International Trade Review 
Iron Age 


Jeune Patron 

Journal of Abnormal and Social Psychology 

Journal of Advertising Research 

Journal of American Pharmaceutical 
Association 

Journal of Applied Psychology 

Journal of Business 

Journal of Communication 

Journal of Economic History 

Journal of Finance 

Journal of Home Economics 

Journal of Industrial Economics 

Journal of Law and Economics 

Journal of National Association of Retail 
Druggists 

Journal of Operation Research 

Journal of Political Economy 

Journal of Retailing 

Journal of Social Psychology 

Journalism Quarterly 


Land Economics 
Law and Contemporary Problems 


Management Methods 

Management Record 

Management Review 

Management Science 

Manchester School of Social & Economic 
Studies 

Media/Scope 

Medical Marketing 

Michigan Business Review 

Modern Packaging 
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N.A.A. Bulletin 

National Petroleum News 
Nation’s Business 

News Front 

N.LC.B. Business Record 


Oil & Gas Journal 

Oil, Paint & Drug Reporter 
Operations Research 
Operational Research Quarterly 
Organization Scientifique 
Oxford Economic Papers 


Petroleum Week 

Print 

Printers’ Ink 
Progressive Grocer 
Psychological Review 
Public Opinion Quarterly 
Public Relations Journal 
Public Roads 


Quarterly Journal of Economics 
Quarterly Review of Business and Economics 


Reporter of Direct Mail Advertising 

Retail Control 

Review of Economics & Statistics 

Revista Internazionale de Science Economiche 
Revue de L’Epicerie en Gros 


Sales Executive 
Sales Management 
Saturday Review 
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Science 

Sociology and Social Research 
Sociometry 

South African Journal of Economics 
Southern Economic Journal 
Southwestern Social Science Quarterly 
Stores 

Super Market Merchandising 


Travail et Methodes . 


University of Washington Business Review 
Urban Land 


Vendre 
Vente et Publicite 


Weekly Pharmacy Reports 
Weltwirtschafliches Archiv 
Western Advertising 

Westminister Bank Review 


Yorkshire Bulletin of Economic & Social 
Research 


In addition, there are abstracted in this Sec- 
tion pamphlets, bulletins, and monographs 
issued by the federal government (particularly 
the U.S. Departments of Agriculture and Com- 
merce), trade and professional associations, 
marketing firms, research institutes, and uni- 
versity bureaus of business research. An annual 
report notes the marketing dissertations ac- 
cepted at American colleges and universities. 
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STANLEY L. PAYNE, Editor 
Interview Research Institute (MRCA) 
Chicago 


(Books reviewed can be ordered from your local book store or from the publisher—not from the 
American Marketing Association or the JOURNAL OF MARKETING.) 


Transparent Aids to Selling ... 


THE MORE YOU SHOW THE MORE YOU SELL, 
By L. Mercer Francisco. 


(Englewood Cliffs, New Jersey: 


Selling in tomorrow’s market will be even 
more competitive than selling in today’s mar- 
ket. A review and perhaps a new insight to 
selling aids are needed by both sales manage- 
ment and salesmen. This book discusses sell- 
ing aids used by all categories of salesmen— 
both inside and outside; those who do crea- 
tive selling and those who do service selling; 
those who sell consumer goods and services 
and those who sell industrial goods and 
services. 

As the author points out, the book has a 
simple structure for discussion. The first sec- 
tion deals with an analysis of the needs, ap- 
peals, application, and development of selling 
aids in what may be called an all-inclusive 
way. The second section deals with a discus- 
sion of eight broad categories of selling aids: 
demonstration devices, graphic arts pictures, 
flip charts, slide transparencies, film strips, 
recordings, sound slide films, and sound mo- 
tion pictures. 

Comments made. by Mr. Francisco about 
each of these sales aids should stimulate the 
reader’s thinking processes. The discussion 
is, however, heavy on the use of selling aids 
which fall within the general classification of 
transparent films. It must be agreed that this 
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form of sales aid offers a salesman a powerful 
tool when properly used and under the proper 
conditions. The author’s many years of experi- 
ence in this field certainly places him in the 


area of an expert. 
In general, the book tends to be wordy but 


readable. The title The More You Show The 
More You Sell is not exemplified in the format 
of the book itself. No illustrative material 
is used throughout the discussion. The text 
is repetitious in certain areas, but, as ex- 
plained by the author, this perhaps is required 
by the organization of the book. In discus- 
sions of the use of the sales aids, many of the 
points made relative to one also apply to 
another. 

There are, of course, several sales aids 
which have proven to be effective which are 
not discussed in this book. In all areas other 
than those mentioned, the reader would have 
to refer to other texts. 

In summation: for one whose basic inter- 
est may lie in the use of transparent films as 
a sales aid or in visual communication in public 
relations work, reading this book would cer- 
tainly prove beneficial. 

WILBUR L. LENOX 
The Dobeckmun Company 
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“A Foot in the Door”-—the life appraisal 
of the original Fuller Brush Man, Alfred C. 
Fuller, as told to Hartzell Spence—is a docu- 
mentary book that will be of interest to mar- 
keting men. 

Altogether too little has been written and 
published about Direct Selling—basic selling 
—the infantry of national marketing. “A Foot 
in the Door” goes a long way toward getting 
the story across to every walk of American 
life. No one in any category of marketing 
should miss it. No one in any manner oc- 
cupied in American Business should fail to 
read this frank and warm account of a suc- 
cessful businessman’s life. 

Those individuals who at some time in their 
business careers have sold direct to the home 
will understand and appreciate the many in- 
cidents described because of their own per- 
sonal experiences. 

Those who like biographies and like to read 
about people will be delighted with the book 
because it is well written and understandable. 
Hartzell Spence has successfully captured the 
sincerity, the simplicity, and the genuine lik- 
ing for people of Alfred C. Fuller, who humbly 
attributes his success to the fact that he was 
an average man surrounded by average men. 
The importance and impact of direct or per- 
sonal selling should be understood, at least, by 
the marketing man. In miniature, the suc- 
cessful direct salesman does his own “re- 
search” on, recognizes, and uses different 
types of motivation. He becomes expert at 
the different phases of distribution which af- 
fect him and he may well be a part of a small, 
but fruitful, executive development program. 
Undergraduate students in marketing and 
business administration will do well to read 
“A Foot in the Door,” as well as texts on the 
marketing concept, motivation research, distri- 
bution processes, and executive development. 
Students’ concern is with words, at first, and 
only later do most of them realize it is really 
people they are concerned with. Mr. Fuller 
never forgot that. 

The book is loaded with basic sales tips on 
personal selling—such as: 

a. When you do the logical thing—you sell. 
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The First Fuller Brush Man... 


A FOOT IN THE DOOR, by Alfred C. Fuller. 
(New York: McGraw-Hill Book Company, Inc., 1960. Pp. 250. $4.50.) 


It is not so much what you say as the sincerity 
with which you say it. 

b. You do not “sell” the housewife customer 
—you show her what the product will do for 
her and she buys. 

ce. The product must be right—it must fill 
a need and stand the test of use. 

d. The law of averages always works in 
direct sales—you see enough people—you tell 
them your story—and you ask them to buy. 

Throughout the book there are many refer- 
ences to Mr. Fuller’s sincere belief in that 
inner power, which, if understood and indi- 
vidually applied, can lift any man or any 
organization, however mediocre, to great op- 
portunity, affluence, and happiness. 

Quoting from Mr. Fuller: “Like every 
grandfather, I am tempted to speak to young 
people. We hear them say too often that all 
the frontiers are closed, and that our society 
as presently constituted stifles individuality 
and crushes great enterprise. ‘It may have 
worked in your day, Grandpa,’ they say, ‘but 
that day is gone forever.’ 

“Is it now? Conditions have changed, of 
course, but in favor of youthful enterprise. 
Almost every week the newspapers chronicle 
a new break-through in a hitherto unexplored 
scientific frontier. 

“Young people despair because laws, tax 
burdens, and restrictions on initiative make 
success seem impossible. I concede all the 
difficulties, and many of them are outrageous. 
But opportunity is greater than ever before. 
Everyone must pioneer his own career, in 
accordance with his own unique talents and 
ideas. Human history seems to insist that 
every youth must be put to the test of his 
own initiative, industry, and self-reliance. 
Those who pass, move up. 

“Success is, as always, the fruit of chal- 
lenge and hard work. As Samuel Johnson 
said, ‘Life affords no higher pleasure than that 
of surmounting difficulties, passing from one 
step of success to another; forming new wishes 
and seeing them gratified.’ In every age, too 
many youngsters refuse to be challenged, leav- 
ing the field free to the few who have vision, 
daring, and faith. Every generation has its 
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herd who prefer mediocrity to uncertainty, and 
the company of the unimaginative to the lone- 
liness of individuality. This gives the pur- 
poseful youth his chance. Only men and 
women of spirit ever emerge from the crowd. 
Today their risk actually is less; in my day, 
if they failed they starved, whereas now they 
may go on unemployment relief rolls while 
marshaling their energies for a new start. 

“The problem of our time is loss of faith. 
Too many young persons use the uncertain 
world future as an excuse not to begin the 
hard upward climb.” 

These paragraphs are quoted from the last 
chapter of “A Foot in the Door.” Mr. Fuller 


Fifty Salesmen Tell All. . . 


told me, during a conversation in January, 
1961, that this was the chapter he really hoped 
would be read. In it are summed the beliefs in 
courage, initiative, industry, and faith which 
he challenges young people to carry on. 

“A Foot in the Door” is a welcome message 
for every businessman and for everyone else 
who has a stake in the American economy. 
It should be required reading for every stu- 
dent at the undergraduate level. It’s time 
the true story of basic business is told. 


CHARLES C. McPHERSON 
Stanley Home Products, Inc. 


SALESMANSHIP, Edited by Steven J. Shaw and 
Joseph W. Thompson. 
(New York: Henry Holt and Company, 1960. Pp. xii, 419. $5.75.) 


If you have had occasion recently to scan 
the business sections in book stores or librar- 
ies, in search of a good book or books on sell- 
ing, you have found yourself faced with a 
problem. There are so many books on selling 
that those who are considering the sales field 
find themselves in this quandary—what to read 
and in what order? The so-called veteran faces 
the same problem. 

To compound the situation, some of the 
books are well worth the time and money 
involved. Some just make one wonder. 

This book contains a wealth of ideas for any- 
one interested in the real art and science of 
selling. This sales anthology is truly a gem 
that sparkles. Let’s examine some of the facts 
by first taking an over-all look at what Shaw 
and Thompson have done. 

They have assembled articles by over fifty 
men, outstanding in their respective fields. 
The book is divided into three parts. Part I 
includes articles on the psychology of com- 
municating with prospects, the social class 
position of prospects, and the nature of pros- 
pects’ motivation. Part II is devoted to views 
on selling, industrial selling, creative selling, 
detail, and direct selling. Part III provides 
coverage of the selling process. 

“Salesmanship” has something of value for 
everyone engaged in, or connected with, sell- 


ing. In fairness to the many contributors and 
with a reader’s selfish interest at heart, I have 
selected articles at random, with a leaning to- 
wards the unusual, for comment. 

Jesse S. Nirenberg in his article “How to 
Reach Minds—and Hearts—When You Talk 
to People” gives the salesman seven techniques 
to help him understand and motivate those 
with whom he deals. He explains how to draw 
out a listener through skillful questioning; 
how to be sure your prospect or customer 
understands what you are saying; how to be 
more explicit and how to respond favorably 
to emotions always present in communication, 
particularly in a sales interview. 

The salesman interested in the psychology 
behind his type of selling will find Joseph W. 
Thompson’s chapter, “A Strategy of Selling,” 
interesting and informative. He leads into 
his article: “In one of the Biblical parables 
it is stated, ‘Hope deferred maketh the heart 
sick” Some sales experts believe that this 
parable is especially applicable in the sales 
area, Each day thousands of salesmen who 
might be called ‘men with lost hope’ are 
calling on prospects. These are the order- 
takers who rationalize that they are doing a 
good job of selling when they ask the cus- 
tomer, ‘What do you need today, John?’” 

Thompson discusses five theories of selling. 
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They do not encompass sales techniques but 
show various broad approaches to selling. The 
five theories are stimulus response, formulized 
selling, the wants-satisfaction theory, mood 
selling, and depth selling. 

Personalities are baffling at times to all of 
us. The chapter entitled “Understanding Per- 
sonality” by Harold C. Cash and W. J. E. 
Crissy helps the reader to better understand- 
ing of personality and how to judge it. It is 
interesting reading for anyone who deals with 
people. 

S. I. Hayakawa’s article “How Words 
Change Our Lives” is one you might not 
expect to find in a text devoted to salesman- 
ship. It belongs, and in a big way, because 
good selling is good communication and words 
are a major tool of communication. Salesmen 
must be concerned with people’s reactions to 
symbols, signs, symbol systems, and language. 
Mr. Hayakawa provides a better understand- 
ing of these factors as well as a unique way 
of examining human behavior. In addition, 
he helps you to communicate more effectively 
when speaking or writing. 

William J. Tobin’s article “Good Selling is 
Good Communications” should not be over- 
looked. It can add to your mental library of 
communication ideas and techniques. His list 
of 14 ways of listening and talking to cus- 
tomers is concise and meaty. For example, 
“Remember how the customer says things be- 
cause how he says them frequently tells more 
than what he says.” 

Messrs. Cash and Crissy’s chapter, “The 
Importance of Timing,” offers the salesman 
constructive ideas and help in these ways: 
understanding the importance of proper tim- 
ing of sales points within the interview; ef- 
fective ways of checking prospect understand- 
ing of sales points; the importance of proper 
timing of the follow up call and how to gauge 
follow up timing; and how to determine the 
pressure to be put on the buyer. 

The article, “Your Hidden Motives—Do 
They Hinder Your Sales?” by Crissy provides 
the salesman with simple but effective ways 
of taking an objective look at himself. This 
self-analysis is helpful in that-it can unveil 
and heip solve problems that are limiting suc- 
cess. ‘it also paves the way to the most ef- 
fective use of self-discipline. 

Irving J. Rosenbloom’s chapter, “What’s 
Your Prospect Afraid Of?” is enlightening 
and timely. He lists and provides ways of 
dealing with fears such as: the buyer’s fear 
of strangers, the buyer’s possible resentment 
of you as a personality, the underlying need 
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the buyer has for establishing his own ego, 
and a number of others. 

Dr. Ernest Dichter’s article, “Ten Ways of 
Teaching the Novice to Buy Your Product,” 
gives the salesman constructive help by an- 
alyzing the psychology behind the objections 
raised by a person buying a product he’s never 
used before. In essence he explains how to 
help the novice buy. The smoke screens the 
novice puts up can be baffling if we are unable 
to recognize them and help him to buy. 

For those still arguing whether salesmen 
are born or made, Wayland A. Tonnings’ ar- 
ticle provides logical answers based on the 
views of experts. 

If you are contemplating sales as a career 
or are perhaps wondering about the impor- 
tance of the role of the salesman in our 
growing economy, you will find much of what 
you are looking for in these articles: “I Didn’t 
Raise My Boy to be a Salesman” by J. Donald 
Staunton and others, and “Selling’s ‘Talent 
Shortage.” 

Ray C. Brewster’s article, “More Psychol- 
ogy in Selling,” is informative and helpful 
reading. He expands on the need for better 
recruiting, more and better training and ad- 
ministration, and offers some sound solutions. 

The editors of “Gray Matter’ have con- 
tributed an excellent article entitled, “The 
Salesman’s Enlarged Role Under the Market- 
ing Concept.” They have created an aware- 
ness of and have explained the depth of the 
job of many of today’s salesmen. The sales- 
man’s value to his company goes well beyond 
making sales. His knowledge of packaging, 
pricing, distribution, advertising, merchandis- 
ing, and sales promotion are vital to the suc- 
cess of his company’s total selling effort. 

In “Brain Work Beats Legwork” by Arthur 
Hood the author explains the difference be- 
tween creative selling and ordinary selling— 
ingenuity. He relates several interesting stor- 
ies about salesmen whose use of their in- 
genuity led to substantial, over-all increases in 
their business. 

Many thousands of sales are lost because 
salesmen know little or nothing about their 
competition. The salesman’s company has 
not provided him with up-to-date intelligence 
on competitors, the salesman doesn’t know 
how to go about finding out, or is just plain 
timid about it. In his article, “Casing Your 
Competition” Ed J. Hegarty tells what to do 
and how to do it. A number of his approaches 
are unique. For example, he mentions a sales- 
man who owns a few shares of stock in com- 
petitive companies, which provides him with 
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annual reports and information as well as 
quarterly dividends! 

“Competition is Your Friend” by William 
Angus Matheson. If the title of this article 
doesn’t arouse your curiosity, I don’t know 
what will. This article is based on an actual 
story of how an oil company capitalized on 
high-powered gas company advertising and 
sales promotion aimed at converting coal and 
oil users. 

Those selling a service or product, such as 
steam shovels, which are obviously too large 
to take to their prospect’s office, will find 


AICDA Formula Still Sells . 


helpful substitutes for samples and ways to 
use them in Homer Smith’s article, “Eleven 
Tested Ways to Sell Without Samples.” 

There you have some of the luster of Shaw 
and Thompson’s gem, “Salesmanship.” This is 
not a book to be read once and put on the 
shelf. It should be studied carefully. It is 
well worth the time and effort and should 
occupy a place of prominence in every sales- 
man’s library. 


WILLIAM C. COOKE 
Don Scott Associates 


SUCCESSFUL SALESMANSHIP, by Paul W. Ivey and 
Walter Horvath, revised by Wayland A. Tonning. 


(Englewood Cliffs, New Jersey: 


A highly durable text, Swuecessful Sales- 
manship by Paul Ivey was published in 1937. 
This book presented the principles which the 
author had found effective in his 20 years 
of experience in teaching salesmen in many 
and varied types of sales organizations. The 
book contained much of the applied—How To 
Do It—aspects of selling. Dr. Ivey revised this 
book in 1947 and it was revised again in 1953 
by Walter Horvath. In this fourth edition, 
Wayland A. Tonning feels a challenge to re- 
tain the “time-tested” principles of a book 
that required only two revisions in 28 years 
and at the same time to bring the work up to 
date. 

Teachers in college classes debate how much 
of a course in salesmanship should be devoted 
to the “how-to-do-it” aspects and what other 
materials (if any) besides selling should be 
covered in such a course. Any reviser of a 
text such as Ivey’s will be caught in the middle 
of such controversies. 

Let’s first examine how much of the “time- 
tested” Paul Ivey material is retained in this 
edition. The selling “formula” used in the 
original work is retained in the latest edition. 
This is the AICDA (gain Attention; arouse 
Interest; produce Conviction; create Desire; 
and get Action or Close the sale) division of 
the selling process. Teachers who feel classes 
in salesmanship should consist largely of tech- 
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niques and methods devote a large portion of 
their efforts to the actual selling process. The 
AICDA division of the process is the one most 
widely used. Both the original edition and the 
fourth edition devote about two-thirds of the 
space to the exposition of the AICDA formula, 
if we consider buying motives and planning 
the sale to be essential parts of making the 
sale. 

The introductory portions of the fourth 
edition (roughly the first two-fifths of the 
book) introduce seven “fundamentals” of sell- 
ing. These are: (1) Understand the essence 
of salesmanship is persuasion; (2) Be com- 
mitted to your job; (3) Develop a good sales 
personality; (4) Effect a meeting of minds 
with the buyer; (5) Appeal to buying motives; 
(6) Develop product knowledge; and (7) Plan 
the sale. Fundamentals 3 and 7 receive more 
attention than the other five fundamentals 
combined. 

The original text gave, in the introductory 
sections, six principles. One was “Become 
Success-Minded.” The next three are the 
“3Ps”: Know your Proposition or merchandise 
—your Personality or self—and your Prospect. 
The last two have become numbers 5 and 7 
of the fourth edition. 

From the discussion, it can be seen that 
Tonning has succeeded quite well in retain- 
ing much of Ivey’s original approach and 
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organization. Even some original Ivey ma- 
terial is kept. For example, the familiar 
“Hammer Story” and the rather controversial 
“Customer Types” remain in the fourth edi- 
tion in the chapter titled “Handling People.” 

The second objective of the revision was to 
up-date the work. The reviser feels that, in 
addition to up-dating the copy and the exam- 
* ples, Tonning has added, or increased the 
emphasis on, problem-solving techniques, com- 
munication problems, and psychological con- 
siderations. Titles of chapters in the fourth 
edition that were not in the first edition will 
give the reader fairly accurate ideas of the 
types of materials added in chapter-sized 
quantities. 

The added chapter on “Salesmanship and the 
Selling Process” is a justification for the 
study of salesmanship and a plea that the 
study of salesmanship is more than just a 
study of commercial persuasion. It is inter- 
esting that Ivey in 1937 did not feel the need 
to “justify” studying salesmanship. Possibly 
the swinging back of the pendulum toward a 
more liberal arts approach in some colleges 
of business administration makes such a chap- 
ter advisable now. 
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Titles of other new chapters, “Human Re- 
lations in Selling,” “The Professional Ap- 
proach,” “Opportunities in Selling,” and “How 
To Get A Selling Job” may also be signs of 
the times. Should human relations, personal 
development, communications, and similar sub- 
jects be taught in the principles of salesman- 
ship classes? Answers to such questions de- 
termine whether this book is or is not 
attractive. 

The fourth edition, like the first, is simply 
written. It will be interesting reading to a 
student. The organization is clear and is 
kept before the reader with every known 
technique to make the skeleton outline stand 
out in a text. There is an abundance of teach- 
ing, or discussion, aids in the form of ques- 
tions and “cases” after each chapter. 

The fourth edition, like the first, was writ- 
ten with an idea that it could be used in 
colleges and university classes as well as in 
training done by business and industry. It 
can be. This will make it for some a better 
book and for others, maybe, a less desirable 

FRANK GOODWIN 
University of Florida 


Advertising: Liberal Arts of Business .. . 


ADVERTISING: METHODS AND MEDIA, 


By Walter A. Gaw. 


(San Francisco, California: Wadsworth Publishing Company, Inc., 1961. Pp. ix, 


460. $10.60.) 


“The most successful advertising men of 
yesteryears, of today, and of tomorrow have 
been, are, and will be the best students of 
human nature and human society—psycholo- 
gists and sociologists without portfolio. Ad- 
vertising is the Liberal Arts of Business.” 
With this statement Dr. Gaw: concludes his 
book. No single excerpt could better epitomize 
the author’s position as evidenced by the selec- 
tion of materia] and by the philosophy of its 
presentation. 

The book is not heavily overlaid with phi- 
losophy; quite to the contrary. Any book 
written with the intention of introducing to 
students a technical area of business conduct 
must obviously include within its pages ma- 


terial directly related to that area. If the 
book is entitled ADVERTISING: METHODS 
AND MEDIA, it should be expected to in- 
clude a treatment of advertising methods and 
advertising media! That is exactly what Gaw 


- does. He shows how advertising works and 


suggests how it can be made more effective. 
It was written for and it is directed toward 
students, uninitiated in the area, who expect 
either to pursue further study in the field or 
who propose only to learn something of the 
method and procedure in the field of advertis- 
ing, as well as its influence upon business 
enterprise and society. The author is forth- 
right, positive, and constructive. In excellent, 
incisive English, and without resort to plati- 


| 


\ 
| 

Ve 

i 


tude, Gaw takes every opportunity to tie the 
economic and sociological virtues of advertis- 
ing to the total good of man. Here is a first- 
rate book which will very effectively fill the 
text requirement in collegiate advertising sur- 
vey courses. 

There are two major parts to the presenta- 
tion: Part One, Advertising Method, and Part 
Two, Advertising Media. The first part in- 
cludes: scope, definition, purpose, research, 
identification, visualization, layout, copy, pro- 
duction, and business organization. The second 
part occupying better than 50 per cent of the 
volume includes a chapter on the concept 
of the advertising campaign along with the 
central subject—media. 


A New Look at Marketing . . 


The illustrations are well chosen, but they 
occupy much more space than is necessary. 
It may be charged that there is an excessive 
amount of space lost to the inclusion of re- 
produced material and pictures. It should be 
remarked that the publisher turned out a 
fine volume; design, cover material, and bind- 
ing are excellent. It is a good-looking book. 

This reviewer makes the easy prediction 
that Gaw, Advertising: Methods and Media 
will enjoy strong adoption demand as soon 
as teachers have a chance to inspect it. 


WILLIAM L. DOREMUS 


New York University 


MANAGEMENT IN MARKETING, by Hector Lazo 


and Arnold Corbin. 


(New York: McGraw-Hill Book Company, Inc., 1961. Pp. xviii, 657. $8.50.) 


One of the more notable developments in 
marketing during the post-World War II 
years, has been the emergence of the “Mar- 
keting Concept” sometimes called the “Total 
Marketing Concept,” and “Customer Oriented 
Management.” A discussion of the purposes, 
advantages, and mechanics of the marketing 
concept is the theme of this book. 

Marketing management is the term which 
the authors use to describe the managerial 
aspects of companies which have adopted the 
marketing concept as their philosophy of 
operation. After an introductory chapter 
which sets forth the background and climate 
for marketing management, there follows a 
series of chapters that undertake to describe 
the steps that should be taken by a company 
desirous of embracing the marketing concept. 
These steps include planning and organizing 
for marketing, and then proceed to a discus- 
sion of the roles that marketing research, 
product planning, advertising and promotion, 
traffic and inventory management, and the 
choice of distribution channels should play 
in marketing management. 

The last five chapters deal with the im- 
portance of control in marketing; the prob- 
lems involving people; a discussion of inte- 


gration as a major tool of marketing manage- 
ment; ways in which the marketing concept 
may be implemented; and, finally, a recital 
of the benefits of marketing management. 

Repeated emphasis is placed on the fact that, 
under the marketing concept, 2 firm produces 
goods which marketing specifies as those which 
its customers desire, rather than goods which 
production and engineering dream up for mar- 
keting to sell. It is assumed that marketing 
research will be able to discover consumer 
preferences as a guide to the whole marketing 
management operation, although this would 
be only a part of a greatly expanded role for 
marketing research, involving inquiry into the 
fields of selling, advertising, pricing, and 
transportation, among others. 

The treatment of the subject matter is 
thorough and knowledgeable. The authors are 
completely sold on the marketing concept; 
and no small portion of the book is devoted to 
proclaiming the advantages that would follow 
its adoption by business generally. 

Other than the basic idea of the marketing 
concept itself, there is little of a controversial 
nature in this book. It may come as a surprise 
to some readers to discover that marketing 
management would include such activities as 
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product planning and traffic and inventory 
management, but a rather convincing case is 
made for this proposition. There may be those 
who will not agree with the authors’ endorse- 
ment of planned obsolescence, or the notion 
of “advertising as an investment.” 

With regard to its suitability as a textbook 
for undergraduate courses in marketing man- 
agement, there are 14 chapters, with a num- 
ber of cases after each of the three parts 
into which the book is divided. These cases 
appear to be well chosen and quite applicable 
to the chapters concerned. The chapter length 
varies from 15 to 61 pages, with several in 
excess of 40 pages each. There are no discus- 
sion questions nor bibliographies at the chap- 
ter endings, which might present a problem 


Better Late Than Never... 
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for classes meeting three times weekly for a 
semester. 

A teacher’s manual is available which offers 
suggestions as to the treatment of the text 
material and provides commentaries on the 
cases and discussions of the questions raised 
by them. 

For managerial personnel, interested in 
learning about the marketing concept, this 
book should be most instructive and valuable, 
particularly the comments by many marketing 
executives whose companies have adopted the 
marketing concept and who sing its praises 
in a fulsome manner. 


HAROLD A. BAKER 


John Carroll University 


MANAGEMENT OF THE SALES FORCE, 


By William J. Stanton and Richard H. Buskirk. 
(Homewood, Illinois: Richard D. Irwin, Inc., 1959. Pp. xviii, 712. $7.95.) 


Inasmuch as it was published more than 
two years ago, Management of the Sales Force 
cannot be treated for review purposes as a 
new book. Through some inadvertency this 
textbook has only recently been received by 
the Journal of Marketing. Some problems are 
posed for the reviewer by this situation. For 
one thing, he is denied the pleasure of pre- 
diction; the book’s success is already a matter 
of record. Evaluation can easily be influenced 
- by such knowledge; therefore, the reader 
should know that the book being reviewed has 
been favorably received in the market place. 
Our attention is turned to the task of deter- 
mining the reasons for its success. 

First of all, the authors have done two 
things which are currently fashionable. The 
book has, as its title indicates, a management 
orientation. Of course, this approach is cus- 
tomary in the sales administration field. More 
importantly, the book contains a combination 
of declaratory and case materials. Some 40 
relatively short (one to three pages) cases 
are- interspersed at appropriate places through- 
out the book. These cases appear to be well- 
integrated with the textual materials and 
should be useful in illustrating concepts and 
practices found therein. 


It is the opinion of this reviewer, however, 
that more fundamental factors are responsi- — 
ble for the healthy number of adoptions 
secured by the Stanton and Buskirk textbook. 
The book is written in a clear, easy-to-follow 
style. Furthermore, it is well-organized. Thirty 
chapters are divided among six parts: I— 
Introduction (three chapters); Il—Sales Or- 
ganization (two chapters); III—Sales Opera- 
tion (fifteen chapters); [V—Sales Planning 
(five chapters); V—Sales Analysis (three 
chapters); and VI—A Forward Look (two 
chapters). Management of the Sales Force is 
a teachable book. 

An examination of the organizational struc- 
ture of the book reveals that the authors have 
elected to ignore—or perhaps, to fly in the 
face of—one popular trend, namely, the cur- 
rent drive toward combination and integra- 
tion of course offerings in business admin- 
istration. At a time when most writers in 
the area of sales management are broadening 
the scope of their books to include additional 
activities in order to justify the use of “mar- 
keting management” in book titles, Stanton 
and Buskirk present a counter-cyclical offer- 
ing. Their book is deliberately confined to 
the “management of an outside sales force 
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and its activities.” By so doing, they have 
made an up-to-date textbook available to those 
teachers who still wish to teach the traditional 
sales management course to students wishing 
to include the course as part of their colle- 
giate training for business. That the number 
of persons in each category is large and is 
likely to remain so for a considerable, if not 
indefinite, period of time seems reasonable to 


Media No Medea... 


this reviewer. To these people, and to practi- 
tioners who seek specific information on the 
various activities performed in sales manage- 
ment, Management of the Sales Force is a 
welcome and worth-while addition to an ex- 
tensive literature. 


JOHN S. WRIGHT 
Northwestern University 


THE EFFECTS OF MASS COMMUNICATION, 
By Joseph T. Klapper. 
(Glencoe, Illinois: The Free Press, 1960. Pp. xviii, 302. $5.00.) 


In an age when that one-eyed monster, 
the television set, seems to dominate completely 
our very way of life, parents, teachers, and 
researchers need this guidebook which sum- 
marizes and evaluates the vast amount of 
research on the effects of mass communica- 
tion upon the minds of both young and old. 

For the layman interested in what is hap- 
pening to his television-conscious child, the 
author advances a literate and scholarly series 
of hypotheses on the effects of media and then 
carefully evaluates these criteria against cur- 
rent findings. Discussed in detail are such 
areas as the effects of crime and violence in 
the media, the effect on children of adult pro- 
gramming, and the degree to which the media 
is able to shape attitudes, mold opinions, and 
create apathy. 

Many myths and commonly expressed fears 
surrounding the subject matter are exploded, 
and it is clearly indicated that the media 
seldom operate only by themselves. Other in- 
fluencing factors include previous attitudes, 
personality traits, and social situations. The 
author is also of the opinion that television 
and comic books, in many cases, provide 
socially constructive outlets for children and 
stimulate wholesome play. This in the face 
of the common belief that TV and comics make 
Jack not only a dull boy but also a dangerous 
one. 

Klapper expounds upon a theory he calls 
the “phenomenistic approach” which he con- 
ceived in an earlier pyblication and which 


he defines as “a shift away from the tendency 
to regard mass communication as a necessary 
and sufficient cause of audience effects, toward 
a view of the media as influences, working 
amid other influences, in a total situation.” 

This new approach, which views mass media 
as one among a series of factors working in 
patterned ways, seems to the author already 
to have been extremely useful, making possi- 
ble the series of generalizations that emerge 
in the text. 

The generalizations brought forth are basic- 
ally these five: (1) that, ordinarily, mass 
communication does not serve as a necessary 
and sufficient cause of audience effects, but, 
rather, functions “among and through a nexus 
of mediating factors and influences”; (2) these 
factors are such that they typically render 
mass communication a contributory agent, but 
not the sole cause, in a process of reinforcing 
existing conditions; (3) on such occasions as 
mass communication does function in the serv- 
ice of change, one of these is likely to exist: 
(a) the mediating factors will be found to be 
inoperative and the effect of the media will 
be found to be direct or (b) the factors, which 
normally favor reinforcement, will be found 
to be themselves impelling toward change; 
(4) that there are certain residual situations 
in which mass communication seems to produce 
direct effects; and (5) the efficacy of mass 
communication, either as a contributory agent 
or as an agent of direct effect, is affected by 
various aspects of either the media and com- 
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munications themselves or the communication 
situation. 

The major portion of the text is devoted 
to the reporting of the findings of the research 
done in connection with the above hypotheses. 
Klapper himself is not committed to these par- 


Samples of Sampling .. . 
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ticular generalizations. Rather, he is con- 
cerned with the belief that the time for 
generalizations is at hand. 


CHARLES M. POWELL 
Columbia Pictures Corporation 


SAMPLE DESIGN IN BUSINESS RESEARCH, 
By W. Edwards Deming. 
(New York: John Wiley and Sons, Inc., 1960. Pp. xx, 517. $12.00.) 


Dr. Deming has written a book which should 
appeal to several audiences and to each for 
very good reason. The volume would appear 
to be addressed to the statistician interested 
in sample designs and sampling theory; to 
the person who must use the survey data and 
who is not necessarily a trained statistician; to 
the person who is seeking a definition of the 
role of the statistician as compared to the 
role of the substantive area expert. 

The author has discussed the role of the 
statistician at some length in the past and 
it is useful to find the reiteration of his 
stand that, “There has been too much noise 
in the past about the statistician’s need for 
knowledge of the subject matter and of the 
material he works with. He will pick up what 
he needs of this knowledge readily enough... . 
The statistician’s first duty is to provide the 
required statistical theory.” Dr. Deming un- 
derlines this position by presenting examples 
throughout the volume which come from a 
great variety of fields and in all of which 
he has participated—sampling ledger accounts, 
evaluating inventory, population studies, in- 
terviewer supervision, and mental retardation, 
among others. 

The statistician will find a great deal of 
interest in this volume—the discussion of the 
role of the statistician in ine planning and 
execution of a survey, the description of the 
various survey designs in which the author 
has participated, and the topics in sampling 
theory which make up the final section of the 
volume. The clear and concise representation 
of replicated sample designs will almost cer- 


tainly influence statisticians to make wider 
use of this method of design which makes the 
computation of sampling errors as simple as 
computing the range. 

The “purchaser” of surveys who is not 
trained in statistics, will find the first section 
of the volume—dealing with the roles played 
by the various participants in the survey, as 
well as the second section—dealing with the 
methods of sampling and numerous examples, 
of considerable interest. 

The readers who would like to find an ex- 
cellent discussion of the standards under which 
a statistician should operate, will find the first 
section of Dr. Deming’s work very much to 
the point. 

All readers will welcome Dr. Deming’s dis- 
cussion of non-sampling errors and the statis- 
tician’s responsibility in evaluating their effect. 

Many will find Dr. Deming’s detailed ex- 
position of numerous survey designs useful 
for several reasons—for the ingenuity dis- 
played in designing surveys covering many 
difficult-to-sample universes; for the clarity 
and detail with which these designs are por- 
trayed; for the standards these presentations 
set for other statisticians. No review would 
be complete without mentioning that the exer- 
cises included by Dr. Deming are an integral 
part of the presentation. It is usually difficult 
to determine where the text ends and the 
exercises begin—so well are these woven into 
the fabric of the presentation. 


IRVING ROSHWALB 
Audits and Surveys Company, Inc. 
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Terrestrial Space Economy . . . 


METHODS OF REGIONAL ANALYSIS, 
By Walter Isard et al. 
(New York: John Wiley & Sons, Inc., 1960. Pp. xxii, 784. $9.50.) 


The purpose of the present volume is to 
present operational techniques which “yield 
estimates of basic magnitudes for the space- 
economy and for each region of a system.” 

Three distinguishing characteristics mark 
this attempt to systematically outline the 
methods employed in regional science: 

1. A conscious plan to interrelate its con- 

tents to prior and to subsequent volumes 
on regional science. 


2. Incorporation of a wide spectrum of 
social science measurement and analysis 
techniques into what may accurately be 
termed an “interdisciplinary approach” 
to problems of spatial relationships. 

3. The synthesis of methods which have 
never been jointly employed in a single 
study into the “fused frameworks” or 
comprehensive research designs in Chap- 
ter 12. 


. Regional science must be judged by the 
problems it deals with rather than by its 
methods. For despite the title “Methods of 
Regional Science,” even the authors finally 
appreciate on page 743 that they have been 
dealing with methods for regional science. 

In the same vein this volume cannot properly 
be termed “An Introduction to Regional Sci- 
ence.” Introductory courses do not press the 
frontiers of knowledge as this book does for 
the purpose of charting a comprehensive re- 
search strategy in forthcoming years. It would 
have been more appropriate to subtitle this 
book “A Synthesis of Methods in Regional 
Science.” Moreover, the use of complex descrip- 
tion and minutely qualified sentences through- 
out only renders the task of communicating 
Isard’s important contributions all the more 
difficult even to the advanced reader. 

A second category of criticisms centers on 
questions of validity: choosing methods that 
measure what the investigator wants meas- 
ured. For example, while Isard and his col- 
leagues have been scrupulously careful to 
enumerate the conceptual limitations and the 
gaps in the empirical models discussed, they 
have also included such techniques as Guttman 
unidimensional scale analysis which are of 


questionable validity for measuring attitudes. 
Guttman scales are appealingly elegant to 
those seeking quantifiable measurements, but 
the underlying theory is so shaky that the 
majority of psychometricians engaged in com- 
munity wide measurements have despaired of 
using any particular scale even on the same 
population more than once. Sociologists have 
experienced similar misgivings with respect 
to the relevance of the variables and the 
predictive value of gravity models when ap- 
plied to mass behavior. Therefore, not only 
do questions of validity arise, but the matter 
of operational accuracy must be considered. 

Many measures still fail to provide depend- 
able levels of accuracy in measuring inter- 
regional phenomena. No one is more eager to 
acknowledge this fact than Isard who devot-- 
Chapter 12 to suggested syntheses of methods 
of analysis which would aid in overcoming 
this limitation. Nevertheless, if policymakers 
are to be guided by results of regional analysis, 
the accuracy of the data upon which their 
decisions are predicated must be considerably 
improved. Thus what is a limitation of the 
present methods turns out to be a plea for 
more and not less of what the book has to 
offer. 

Marketing analysts concerned with the de- 
termination of attitudes towards the location 
of a new facility in a given region will find 
appendices on scaling, latent structure analy- 
sis, and multiple factor analysis as these 
apply to problems of rates of change in com- 
munity attitudes towards industrial structure 
within regions. Those concerned with selec- 
tion of markets occupied by shifting or grow- 
ing populations will find fruitful discussion 
of methods of estimating population, migration, 
and the regional distribution of income among 
such populations. Those interested in spatial 
flows of goods and money can also check their 
knowledge of methods with the description of 
methods offered for measuring such flows. 

Finally, the research designs provide ample 
opportunities to borrow ideas for applied 
studies. 


University of Pennsylvania 


GEORGE FISK 
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Marketing Ideas by a Committee . . . 


PRINCIPLES OF MARKETING, 


By the Committee on Marketing. 
(New York: Pitman Publishing Corporation, 1961. Pp. xix, 572. $7.00.) 


This book is by the Committee on Market- 
ing, a collaborative writing group of market- 
ing professors assembled by the publishers. 
The editor’s preface states that “Seventy-two 
professors of marketing from colleges and 
universities throughout the country have di- 
rected their energies, professional knowledge, 
and teaching experience to a text which should 
meet the needs of a one-semester course in 
marketing.” 

The book has nine parts with 31 chapters. 
Parts I and II consist of four introductory 
chapters. The first chapter discusses the pur- 
poses and meaning of marlireting with an over- 
view of marketing’s history, functions, and 
present role. Chapter Two corsiders the market 
itself, while Chapter Three deals with con- 
sumer motives and buying habits. Chapter 
Four considers the industrial market. 

Part III is entitled “Marketing Functions” 
and is devoted to explaining buying, selling, 
grading, and the other usual marketing func- 
tions. A chapter on marketing research is 
also included. Part IV, entitled “The Retailing 
Structure,” has four chapters which explain 
the functions performed by retailers, retailing 
problems, types of retail institutions, and cur- 
rent developments in retailing such as dis- 
count houses and suburban shopping centers. 
Part V deals with the wholesale structure and 
the various wholesale functionaries: how they 
are classified, the functions they perform, and 
their attempts to adjust to changing market 
structures, 

Part VI consists of four chapters which 
consider channels of distribution for both 
consumer and producer goods. Principles are 
advanced as guides to selecting channels for 
manufactured consumer goods, manufactured 
industrial goods, and agricultural and extrac- 
tive products. 

Part VII, four chapters, deals with the 


subject of merchandising. Product policy, 
branding, purchasing, pricing theory, and price 
policies are some of the things discussed. The 
details of this section encompass such standard 
items as private versus manufacturers’ brands, 
odd and even pricing, pricing above competi- 
tion, product line planning, and others. Part 
VIII includes chapters on promotion planning, 
advertising, and the like. Part XI is the 
concluding part, entitled “An Evaluation of 
Marketing.” It covers marketing costs and 
efficiency, and government participation in 
marketing affairs. The latter discussion in- 
cludes a brief history of government control of 
business from ancient to modern times. There 
follows a description of each of the laws which 
affect marketing activities, with the final chap- 
ter addressed to the role marketing can and 
should play in the future. 

As the editor suggests, the book is suited 
to a one-semester course in marketing princi- 
ples. However, it is conservative in its ap- 
proach to the subject matter. It is a standard 
text using a conventional format and is largely 
descriptive. It is not unlike the traditional 
marketing principles books which have been 
in use for the past decade or so. While it 
contains current data, the book represents 
little that is new either in terms of content 
or in terms of the way in which the subject 
matter is handled. 

Current orientation in both the practice 
and teaching of marketing tends to adopt an 
analytical approach with emphasis on the man- 
agement aspects of the subject. Those persons 
who are looking for analysis and for new 
insights into the field of marketing must look 
elsewhere. However, for those persons who 
favor the more conventional approach, the 
book warrants consideration. 

JAC L. GOLDSTUCKER 
Sacramento State College 
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Put This 
COMPUTING 
SERVICE === 

on Your Payroll for BIGGER SALES 


Have you explored the possibilities of today’s electronic com- 
puters in sales forecasting? 

To make it possible for you to do this (and without having 
to install your own equipment), STATISTICAL provides 
computer service on a pay-only-as-used basis. It’s the prac- 
tical way to take advantage of the fastest and most accurate 
method of data-processing available. Aiic the low cost is 
within easy reach of even the modest budget. 


To illustrate how this service can be adapted to sales prob- 
lems, a manufacturing organization had to estimate the 
size of a new product’s potential market. They decided to handle the job 
using multiple regression techniques, but the formidable computations 
presented real data-processing problems until STATISTICAL’s com- 
puter service took over. 


Our 650 computer equipment correlated five characteristics of the 
client’s customers with sales to each customer, and developed a multiple 
regression equation predicting how much any customer of a given size 
and other characteristics would typically purchase. 

The report was ready in a week. It enabled the client to establish 
realistic sales quotas and to pin-point weak areas in advertising and sales. 

It costs you nothing to investigate this timely computing service. Why 
not contact our nearest office today? 


GENERAL OFFICES: 


TABULATING CORPORATION Phone: HArrison 7-4500 
se Chicago * New York St. Louis * Newark 
TABULATING CALCULATING - TYPING ge New ° ot. 
TEMPORARY.OFFICE PERSONNEL Cleveland * Los Angeles * Kansas City 
San Francisco * Milwaukee * Philadelphia 
Palo Alto * Van Nuys * San Jose * Dallas 
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If you don’t know P, 
—— ae youre only guessing at 2 
(Here is a ready tool that enables 
2 = your market penetration building products manufacturers to 
S = your sales in doliars arrive at a realistic picture of both.) 


FP = your market potential 


Sales figures alone — even if they are rising — aren’t a reliable index of 
success. For if potential is growing faster than your sales, you are actually 
losing ground, not gaining, because your share of market is shrinking. 

Many of the leading companies that sell the new construction industry 
purchase Dodge Construction Contract Statistics to help get a reliable pic- 
ture of their performance. They use these figures to determine their true 
potential in terms of actual market activity — which provides a simple basis 
for measuring sales penetration. And they can do this for their specific sales 
territories or distribution areas. 

Dodge Statistics are issued every month, and can be tailored for the 
specific areas you sell — for just the types of projects using your products. 
Write for full details. 


F. W. DODGE CORPORATION 
| CONSTRUCTION CONTRACT STATISTICS 
econ 119 West 40th Street, Dept. JAMA 71, New York 18, N. Y. 


BUT, OF COURSE... 


EVERY GOOD MARKETING LIBRARY 
SHOULD CONTAIN BIBLIOGRAPHIES!! 


[] A BIBLIOGRAPHY ON PRICING 


Contains sections of legal aspects, business aspects, social and economic — 
of pricing and resale price maintenance, discount selling, and price cutting. - 
piled by Stanley C. Hollander. 48 pp. 1956—supplement, 1958. 

Members $1.50 Non-Members $3.00 


A BASIC BIBLIOGRAPHY ON INDUSTRIAL MARKETING 

An annotated listing of recent books and articles in industrial marketing. Subjects: 

Marketing Management; Industrial Procurement; Product Policy and Strategy; 

Channels of Distribution and Marketing Institutions; Physical Distribution; Man- 

agement of the Sales Force; and related subjects. 233 pp. 1958. Edited by 
omas A. Staudt and William Lazer. Members $3.00 Non-Members $5.00 


A BIBLIOGRAPHY ON NEW PRODUCT PLANNING 

A special interest bibliography encompassing the following subjects: General 

Background Material; Organizing for New Products; Product Research and De- 

velopment; Role of Marketin search; Marketing re Case Histories. 

Compiled by Donald E. Megathlin and Edward J. Hartnett, Jr. 50 pp. 1960. 
Members $1.50 Non-Members $3.00 


CURRENT SOURCES OF MARKETING INFORMATION 

A bibliography of primary marketing data including subjects: Basic Sources of 

Information; e National Market; Regional Data on the Economy; Activities 

that Make Up the Economy; Market Behavior; Advertising and Promotion; Dis- 

tribution. Compiled by Edgar Gunther and Frederick A. Goldstein. 119 pp. 1960. 
Members $2.00 Non-Members $4.00 


Order from Member price extended to Libraries 
AMERICAN MARKETING ASSOCIATION — 27 East Monroe St., Chicago 3, Ill. 
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Are These AMA Publications 


—MARKETING FOR EXECUTIVES— 


Price per copy 
Non- 
Member Member 


0 


on Your Shelves? 


THE VALUES AND USES 
OF DISTRIBUTION COST 


25 


A statement on the subject 
prepared by the Distribution 
Cost Committee of the 
American Marketing Associ- 
ation, Donald R. Longman, 
Chairman. 8 pp. 1957. 

THE CHANGING ROLE 


OF THE MARKETING 


FUNCTION ........... 1.00 2.00 


Report of a study conducted 
by the New York Chapter of 
AMA. Subjects: Objectives 
and Scope; What Is Market- 
ing?; The New Functions; The 
New Men in Marketing; Prob- 
lems of Organization; A Look 
Ahead. By Henry Bund and 
James W. Carroll. 59 pp. 
1957. 


PLANNED MARKETING 
——-MANAGEMENT'S 


RESPONSIBILITY ...... 1.00 2.00 


Papers presented at the Man- 
gement Semi sponsored 
by the Toronto Chapter of 
AMA. Subjects: Planned 
Marketing: Key to Profits; 
The Marketing Department; 
Organizing for Efficiency; 
Marketing Considerations in 
Food Distribution; The Eco- 
nomic Role of Marketing Re- 
search; New Product Devel- 
opment and Introduction; 
Marketing: The Key to Suc- 
cessful Automation; Market- 
ing: Applied Thinking; 
Marketing: Management's 
Responsibility. 36 pp. 1957. 


COSTS: 


A KEY 
Papers presented at the Fifth 
Annual Séminar sponsored by 
the Cincinnati Chapter of 
AMA. Contents: The Ac- 
counting Concept toward Dis- 
tribution Cost Measurement 
and Control; The Marketing 
Concept toward Distribution . 
Cost Measurement and Con- 
trol; Cost Control in Selling 
by Manufacturers; Cost Con- 
trol in Retailing Activities; 
Marketing Intelligence and 
Planning. 27 pp. 1958. 


American 
Marketing Association 


27 East Monroe Street, Chicago 3, Illinois 


© PROFITS....1.00 2.00 


evaluation of 
the methods and 
validity of research 


MARKETING RESEARCH 


SECOND EDITION 


by DAVID J. LUCK, Stanford 
Research Institute; DONALD 
TAYLOR, Michigan State Uni- 
versity; and HUGH G. WALES, 
University of Illinois 


A forward-looking text revised 
on the basis of extensive experi- 
ence and expanded to include 
the newest areas of practice. 
Built around the decision-mak- 
ing process and inclusive of re- 
search management, the book 
places research into its true 
context. 


Outstanding features: 


* Oriented to management’s 
viewpoint. 

* Wide variety of case problems 
appropriate to the various as- 
pects of marketing research as 
practiced. 


* Flow diagrams help keep the 
student attuned to the se- 
quence of decisions and ac- 
tions in research. 


* Coverage of new applications 
and techniques in the field. 


Problems and cases have been 
added that are appropriate to 
applying and testing students’ 
understanding of each research 
area. 

1961 544 pp. Text price: $8.50 


For approval copies, write: Box 903 


PRENTICE-HALL, Inc. 
Englewood Cliffs, New Jersey 
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Mi Marketing in an Underdeveloped 
Economy: The North Indian 
Sugar Industry 


WA Heuristic Program for 
Assembly Line Balancing 


@ The Distribution of Automobiles, 
An Economic Analysis of 
the Franchise System 


In Business Administration and Economics, these 
three dissertations are the winners in the Ford 
Foundation’s second annual Doctoral Dissertation 
Competition in Business Administration and Related 
Disciplines. 


Dr. LEON V. Hirscu’s Marketing in an Underdeveloped Economy: The North 
Indian Sugar Industry, based primarily on field interviews, evaluates the effec- 
tiveness of Indian sugar marketing from the viewpoints of the Indian economy 
as a whole and of local and foreign businessmen. Dr. Hirsch’s thesis was in 
conjunction with his study at the Graduate School of Business Administration 
at Harvard University. 


Dr. FRED M. TONGE’s A Heuristic Program for Assembly Line Balancing 
applies new decision-making techniques to the process of assigning jobs to 
workers stationed along a continuous assembly line. His dissertation develops 
a heuristic computer program, one which evolves and tests decision rules and 
improves these rules on the basis of observed experience. Dr. Tonge’s thesis 
was part of his study at the Graduate School of Industrial Administration, 
Carnegie Institute of Technology. 


Dr. BEDROS PETER PASHIGIAN’s The Distribution of Automobiles, An Economic 
Analysis of the Franchise System evaluates the profitability of automobile 
dealer franchise systems by analyzing demand and cost conditions in retail 
auto markets. Dr. Pashigian considers the importance of economies of scale in 
automobile retailing and factors affecting the establishment of new dealerships. 
His winning thesis was part of his study in the Department of Economics, 
Massachusetts Institute of Technology. 


These winners, and those in related areas, underscore 
the Ford Foundation’s conviction that many disci- 
plines, including fields in the Social Sciences, can 
make important contributions to rigorous business 
research. The competition is intended to provide 
widespread recognition for distinguished doctoral 
research in business administration and the disci- 
‘plines underlying this profession. 


Other winners of the 1959-60 award: 


Decentralization of Authority in a Bureaucracy 

Dr. Bernard H. Baum, Department of Sociology, 
University of Chicago 

The Choice of Wage Comparisons 

Dr. Martin Patchen, Department of Social Psychology, 
The University of Michigan 


A special educational price is available for teachers, students, and educational 
libraries — $1.00 per copy on PREPAID ORDERS ONLY. Orders that are 
not prepaid will be billed at $4.50 per copy. This price is also applicable to the 
general public. All books will be sent postpaid. Address your order to: Box 903, 


Prentice-Hall, Inc. Englewood Cliffs, New Jersey 
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A valuable 

research reference of 
exclusive information 
about newspapers 
and the newspaper 


industry... 


Editor & Publisher 


1961 YEAR BOOK 


For forty years the EDITOR & PUBLISHER INTER- 
NATIONAL YEAR BOOK has served as the basic 
reference source book on the newspaper industry. 
Advertising, research and marketing executives 
will find that the new, 1961 edition is the most 
complete collection of facts and data about the 
newspaper industry available. Use the coupon 
below to order your copy today. 


MAIL THIS COUPON TODAY: 


EDITOR & PUBLISHER 
1475 Broadway « New York 36, N.Y. 


Please send me copylies) of the 1961 EDITOR 
& PUBLISHER YEAR BOOK, at $5.00 per copy. 


Name 
Address 
City 
State 
Company 
Position. 


COBill me [JBill my company Payment enclosed 
PAYMENT WITH ORDER SAVES YOU POSTAGE 


1. NEWSPAPER SECTION 


Current, up-to-date listings of all U.S. and Cana- 

dian daily and Sunday newspapers... providing 

circulation, population, advertising and circulation 

rates, wire services, advertising representatives, 

color availability, special editions, complete lists 

of executives and departmental editors. Also, days 

not published, advertising acceptability, syndicated 

magazines, group memberships, radio and tv affil- 

iations. The Newspaper Section also includes: 

* Directory of foreign newspapers, on all conti- 
nents 

* Foreign Language dailies in the U.S. 

* Daily Newspaper Groups, U.S. and Canada 

* Newspaper Magazine Sections, Group Units. 

* Ready Reckoner of Ad Rates and Circulations 


2. NEWSPAPER SERVICES SECTION 


A revised section of services used by all news- 

paper departments, including... 

Newspaper Advertising Representatives 

* Newspaper News and Feature Services 

* Directory of Syndicates 

* Alphabetical Directory of Mechanical Suppliers 
and Services 

* Newspaper Suppliers and Services, by type of 
product 

* Mat Service Directory 

* Tabulation of Newspaper Equipment data 
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Reprints of Your Favorite Articles from the 


JOURNAL OF MARKETING 


May be ordered now at $1.00 per copy 


From July, 1960, issue 

“Is the United States Being Priced Out of 
World Markets?” Dowd. 

“The ABCs of ARF’s PARM,” Lucas. 

“Business Gaming for Marketing Decisions,” 
Greene. 

“Pinpointing Prospects for Industrial 
Sales,” Hummel. 

“Intentions to Purchase Related to Con- 
sumer Characteristics,” Namias. 

“The Wheel of Retailing,” Hollander. 

“Supply Considerations and Shopper Con- 
venience,” Bliss. 

“Marketing Predictions from Consumer At- 
titudinal Data,” Paranka. 

“What is ‘New’ About a New Product?” 
Wasson. 

“The American Marketing Association in 
1960,” Twedt. 


From October, 1960, issue 

“— Dilemma of Creative Advertising,” 
olitz. 

“How Many Contest Entries Spell Suc- 
cess?” Pomerance. 

“Marketing in India,” Westfall and Boyd. 

“Operations Research in Making Market- 
ing Decisions,” Magee. 

“Interdisciplinary Horizons in Marketing,” 
Lazer and Kelley. 

“Early Prediction of Market Success for 
New Grocery Products,” Fourt and Wood- 


lock. 

“Airfreight from a Marketing Viewpoint,” 
Shutes. 

“The Impact of Some Regional Shopping 
Centers,” Pratt and Pratt. 

= Territory As a Fixed Asset,” 

“A Study of Trade Name Confusion,” Weitz. 

“Sample Surveys for Legal Evidence,” Tep- 
ping and Wittreich. 

“The Evolving Downtown-Suburban Retail 
Pattern,” Hindersman. 

From January, 1961, issue 

“A New Profession to Aid Marketing Man- 
agement,” Harper. 

“How to Design Sales Territories,” Talley. 

“A New Approach to Sales Forecasting and 
Production Scheduling,” Parkany. 

“Organizing Industrial Sales for Profit,” 
Allen. 


From January, 1961, issue (continued) 

“Market Segmentation and Marketing 
Mixes,” Bowman and McCormick. 

“Operations Research in Solving a Market- 
ing Problem,” Cross. 

“Which Automobiles Will Be Here Tomor- 
row?” Holloway. 

“A Revised Concept of the Consumer’s Co- 
operative,” Bell. 

“Information Sources on Foreign Market- 
ing,” Abbott. 

“The Changing Middle East Market,” Stew- 
art. 
“Deliberations of a Chain Grocery Buying 
Committee,” Hileman and Rosenstein. 
“How Important Is the Chain Store Buying 
Committee?” Gordon. 

‘How Much of the Corporate Image Is 
Stereotype?” Tucker. 

“Temporal Interrelations of Consumer De- 
cision,” Atrill. 

“Selective Response Factors in Tourist Sur- 
veys,” Peters. 

From April, 1961, issue 

“Seven Tenets of Creative Research,” 
Dichter. 

““The Impact of the St. Lawrence Seaway 
on Marketing Patterns,” Roepke. 

“The Missing 80,000 Towns,” MacNeal. 

“Full Cycle for Self-Service?” Regan. 

“Competitive Pricing in Railroad Freight 
Rates,” Dean. 

“Fitting the Semantic Differential to the 
Marketing Problem,” Mindak. 

“Marketing Research Practices and Prob- 
lems in Japan,” Hirata, Fukushima, Omu- 
ro, Shiosaki, Takeda. 

“The Military Research-and-Development 
Market,” Weidenbaum. 

“Progress in Deriving ‘Marketing Laws,’ ” 
Butler. 

“Behavioral Principles in Salesmanship 
Courses,” Shaw. 

“The Most Profitable Market Share Objec- 
tives,” Slater. 

“Structured or Unstructured Techniques?” 
Walters. 

“Frame of Reference of Image Responses,” 
Greenberg. 

“Further Pinpointing of Prospects for In- 
dustrial Sales,” Lieberman. 


Reprints of all articles are available at the following prices (as long as the supply lasts) : 


Single reprint $1.00 
Two reprints 1.50 


Three reprints 
Four to 99, each 50 


$1.80 First 100 $40.00 
Additional 100s, each 20.00 


(Special prices for large quantities) 


Send your order to: American Marketing Association, 27 East Monroe Street, Chicago 3. 
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New — Vital — Comprehensive Text... .. 
with a Marketing-Concept on the Operational Level 


ARKETING 
ANAGEMENT 


by FERDINAND F. MAUSER Professor of Marketing 


School of Business Administration Wayne State University 


Other valuable books for marketing specialists 


PROBLEMS IN MARKETING, Third Edition 


By MILTON P. BROWN, WILLIAM ENGLAND, and J. B. MATHEWS, 
Harvard University. Available in September, 1961. 


PLANNING AND CREATING BETTER DIRECT MAIL 


By JOHN D. YECK, Yeck & Yeck, and JOHN T. MAGUIRE, University 
of Illinois. Available in July, 1961. 


SALES PLANNING AND CONTROL 


By RICHARD D. CRISP, Richard D. Crisp and Associates, Inc. 
Available in October, 1961. 


VISUAL PERSUASION 
The Effect of Pictures on the Subconscious: A Psychological Study 


By STEPHEN BAKER, Cunningham & Walsh, Inc. Available in July, 
1961. 


McGraw-Hill Book Company, Inc. 


copies on 


330 West 42nd Street 7 New York 36, N. Y. | approval 
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